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INQUIRY- 

INTO TH E 

PRINCIPLES OF P0LITICA;> (ECONOMY. 

B O O K IV. 

OF CREDIT AND DEBTS. 

PART IV. 

OF PUBLIC CREDIT. 

C H A P. L 
Of the various Confc^uences of Public Debts. 

*■ I ^HE principles which influence the doftrlne of C H a P. 
public credit are fo few, and fo plain, that it •..— .^-^ 
is furprifing to fee how circumftances fliould pofli- 
bly involve them in the obfcurity into which we- 
find them plunged on many occafions. 

For the better clearing the way towards the main 
objeft, 1 fhall (hew, from experience, and from 
the progrefs of public credit in fome nations, that 
the true principles have been overlooked, and fo ' 

confounded with extraneous 6bje£l:s, as to be en- 
tirely loft. 

The true method of decyphering, as it were, 
Vol. IV. B th< ' 
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AN INQUIRY INTO THE PRINCIPLES 

the complicated operaticms of ftatefmen with re- 
fped to this branch of pohtics, is to bring back to 
th^ir native fimplicity fuch plans of adminillratioii, 
as, from the infinite perplexity of them, make peo- 
ple believe, that the principles which inflaence this 
diftriQ: of the fcicnce He fo involved, as to require 
a peculiar force of genius even to comprehend 
theni. 

By proceeding in this plain track, and by keep- 
ing principles conftantly in view, the moft per- 
plexed fyftems of borrowing, funding, ftock-job- 
bing, coining a}id re-coining of money, changing 
the weight, finenefs, and denominations of fpecie, 
circulating paper in conjunSion with it, impofing 
upon mankind with bubbles and bankruptcies, and 
calling them operations of public credit, may be 
rendered intelligible to the moft fiender capacity. 

Many of thefe topics have bewi already explain- 
ed, and difmiffed. This will enable us to contraS 
the plan of what remains in proportioa to the ob- 
jeSs it is to comprehend. 

Public credit we have defined to be, the confi- 
dence repofed in a ftate, or body politic, borrow- 
ing money, on condition that the capital (hall not 
be demandable, but that a certain proportional part 
of the fum fhall be annually paid, either in Jieu of 
intereft, or in extin£Uon of part of the capital ; for 
tne fecurity of which payment, a permanent annual 
fund is appropriated, with a liberty, however, to 
the ftate to free itfelf, by repaying the whole, whea 
nothing to the contrary is ftipulated. 

In this definition I have put in an alternative, of 
paying a perpetual intereft for the mgney borrowed* 
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ta of paying annually a ium exceeding the in- 
tereil ; which excefs is intended to extinguilh the 
c^q^ital in a certain number of years. In both cafes, 
the annual payment is called an annuity. When 
it is exaftly equal to the intereft agreed on, it is 
called perpetual ; and determinate:, when it is grant- 
ed either for Ufe, qr for a certain number of years. 

The folidity of this fecurity is eOential to the 
borrowing upon the cheapeft terms : let me fuppofe. 
it to be as fohd as land-property, and as permanent 
as government itfelf : what will the confequence be ? 

If we fuppofe government to go on jncreafiog, 
every year, the fum of their debts upon perpetual 
annuities, and appropriating, in proportion, every 
branch of revenue for the payment of them j the 
confequence will be, in the firfl place, to tranf- 
fer, in fevour of the creditors, the whole income 
of the ftate, of which govonment will retain the 
adminiflxation. The farther confequences of this 
revolution will fumifh matter for a chapter by itfelf. 

If the borrowings of a (late be in proportion only 
to the extinction of the old capitals, or of what [ 
have called, determinate annuities, then the debts 
will not increafe. 

When a ftatefman, therefore, eftabliflies a fyftera 
of public credit, the firft objeft which fhould fix 
his attention is to calculate how far the conftitution 
of the Hate, and its internal circumftances, render 
it expedient to throw the revenue of it into the 
hands of a moneyed intereft. I fay, this is the mod 
important objeft of his deliberation 3 becaufe the 
folidity of his credit depends upon it 

B 2 If, 
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AN INQIIIRY INTO THE PRINCIPLES 

If, all the interefts of the ftate duly confidered, 
t that of trade be found to predominate ; lefs incon* 
venience will be found in allowing the moneyed in- 
tereft to fwell : but in monarchies, where the landed 
intereft is commonly, and ought to be the moft 
powerful, it would be dangerous to ereft fo for- 
midable a rival to it. In political bodies every fe- 
parate intereft will confult its own ; and in the con^ 
teft between thofe who will be made to pay, and 
thofe who are to receive the taxes, under the deno- 
mination of .creditors, the fecurity of public credit 
will become precarious. 

From this we may conclude, Firft, That in go-, 
vemments where the fwelling of a moneyed intereft. 
is found to threaten the tranquillity of the ftate, 
care Ihould be taken either to eftabliih a finking 
fund, for paying off, in times of peace, what may 
have been borrowed in times of war, or the plan of 
borrowing upon determinate annuities muft be efta- 
blifhed. 

Secondly, If natural caufes be left to work their 
own effefts, without a fyftematical plan of borrow- 
ing, the confequence will be a bankruptcy, and a 
total failure of public credit, at leaft for fome time. 

Thirdly, If a ftate fhould find the mafs of their 
debts to amount to fo great a fum as to be infup- 
portable, they might have recourfe to a total, or 
partial abolition of them, by an aft of poweh 

Fourthly, If they allow their debts to fwell with- 
out limitation, and adhere to the faith of their en- 
gagements, the whole property of the ftate will be 
in conftant circulation, from one clafs of men to 
adother. 

Fifthly, 
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Fifthly, If the debts contrafted be the property 
of foreigners, thefe will either remove into the > 
country, where their funds arife, or the property, 

- that is, the dominium utile of the country, will be 
transferred from the natives. 

- Thefe and many other combinations will arife 
from the extenfion of public cradit ; and an exa- 
mination into the moft natural confequences upon 
every fuppofition, will be the bell way to acquire 
a diftind idea of the fubjeQ; in general. To pretend 
to foretell any one certain chain of confequences, 
T»hich may, infant, refult from any particular cafe, 
is, I apprehend, impoffible ; becaufe every one of 
them will depend upon circumitances totally un. 
known. Thefe confequences, in our way of exa- 
miiving matters of this kind, are all to be founded 
upon fuppofition. To fupply therefore, in foma 
meafure, this defeS:, I Ihall firft have lecourfe to 
examples of what has happened in the hitherto in- 
fent ftate of public credit ; and as to cafes which 

. have not as yet taken place, we muft have recourfe 
to ingenuity, and endeavour to form the moft ration 
nal combinations we can. 



c H A P. ;l 

Of the rife and Progrefs of Public Credit. 

■yy HILE the policy of States direfted them to 

form treafures, there was no occafion for , 
public credit. This policy prevailed until the rife 
of the Roman empire. Then all the treafures of 
B 3 the 
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BOOK the tporld were plundered, and the nations were 
*w^i,-^ inllaved. On this revolution, the exigencies of 
that great'emiHre were fupplied from the anftual tri- 
butee paid by conquered nations. Under good 
reigns, this annual fupply fwelled the public trea- 
fure, until a prodigal Emperor fquandered it away ; 
and took to rat»ne and extortion, to £11 up the 
vend. 

Upon the total diflblution of the Roman empire, 
Europe was oterrun by barbu-ous natioas, who, 
with as litde induftry as erer, fupported their power 
by the military fervices of the whole people. 

After the eftabliflimeait of the feudal kingdoms 

^ under the diie^ who firft laid the foundation of 

them, arofe the Barons, or pixndi»l vaflals, who, 

in imkuion of theur chief, erected fmall {ainc^ali. 

ties, which by degrees grew independent. 

This diftribution of power into many hands iwd 
the e6e£t of deftroyiog all fyftematic plans of go* 
Yeramoit. Princes were obligei to zSt accordii^ 
to the perpetual flu^uaticm of drcumftances ; until, 
by a revolution in their favour, the power of the 
vaflals was fwallowed up, iuad t»>niuied within the 
limits of a more regular authority. 

In proportion as this revolution took place among 
' the nations of Europe, the fyftem of their govern-, 
merit refumed a more permanent form. Juftice was 
adminiflered \dth more unif(»-mity ; and from this 
infenfibly arofe a body of laws, which, in fome 
countries, were called cuftoms : in -others, as in 
England, common law. Wa« then became lefs 
^ frequent j and the military iCTvices not being nece£i 
fyry on aU ocuftons, infenfibly became converted 

intg 
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OF POLITICAL CEOONOMY. 7 

into tax&i prc^rtioned to the exigencies of the chap. 
time. -.^-v^ 

During this period, the coin and precioiu metals 
of Europe were in a great meafure, lodged, in pri- 
vjue coffers. If wars brought thera forth for a fliort , 

time, they foon found their way back ag^. Prin- 
ces were generally poor ; bccaufe they were gene- 
rally extravagant, and fpent money as faft as they 
got it. In proportion as induftry and alienation iiv- 
xxeaTed, the coin came abroad ; the inhabitants be- ' 
.jcame eafy in thdr circumftances ; the ilate flourifh^, 
and acquired reputation. The riches and power of 
a ftate began then to be eftiraated, as they ought 
to be, not by their treafures locked up, bat by what 
was found in circuktion ; that is, by their induftry. 
Venice, Genoa, and the Hanftowns, fet the ©am- 
ple. The Jews, banifh^ from France, on account 
of their extortions in the time of the holy wars, iled, 
as it is (aid, into Lombardy, and there invented the 
ufe of bills of occhange, for drawing their riches 
from thofe countries to which they durll not refort 
in order to bring them off. Intereft for money be- 
gtn to be coniido^ as Lawful in many cafes : mer- 
chants were prote^ied by Evinces, for the fake of 
the confequences of trade and indullry : and from 
fuch fmall be^onings has this mighty engine of 
public credit fprung. 

Wlule Princes mortgaged their lands and prin- 
cipalities, in order to <^tain a fum of money, they' 
ad;ed upon the principles of private credit. This 
was the cafe in the more early times, before go- 
vernment acquired that folidity which is ncceffary 
to eflablilh a ftnu confidence. In proportion as it 
B 4 drew 
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B K drew toward a regular fyftem, jhc dawn of credit 
s— v^ put on appearances analogous to the folidity of 
the fund upcxn which it was eftabliftied. 

The fecond ftep was to raife money upon a 
"branch of taxes affigned to the lender, for the reim- 
burfement 6f his capital and intereft. We fliall 
ihew the cpnfequences of this plan of credit from 
fome examples, which wilj fully point out all its in- 
conveniences. 

I~hi8 plan of adminiftration vfis attended with fo 
much abufe, and fo much opprelTion, that ftatef- 
men began to defpair of carrying on public affairs 
by fuch expedients; and therefore concluded that 
the only way to obtain money at the leaft expeiice, 
yirzs to raife it on the fubje^t within the year, or 
upon what they called fliort funde. 

At length public credit affumed its prefent form. 
-Money was borrowed upon determinate ot perpetual 
annuities: a fund was provided for this purpofe : 
and the refunding of the capital was, in maliy cafes, 
left in the option of government, but never in the 
option of the creditor. 

This is a fhort view of the progrefs of public ere. 
dit. The principles upon which it is built sxe fo 
few, that were I to confine myfelf to a bare deduc- 
tion of them, little new or interefting could be faid. 
I fliall therefore fl:eer another courfe : I fliall colleft 
the fentitnaits of fome eminent politicians, who 
have either written upon, or afted in the adraini- 
ftpation of this branch of government; and by ap- 
'piying principles a& we go along, I fliall be enabled 
to point out the extraneous circumftances which 
jare fo apt to involve this fubjeft in obfcurity. Had 
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■we not before our eyes the numberlefs examples of c h ap. 
this kind, it would hardly be poffible to concdve \^^,-^m^ 
how fo great confufion, and fo many calamities, 
.could have followed upon thff- operatioHS of public 
credit. 



CHAP. m. 



Of Anticipations, or borrowing Money upon AJJi^ 
ments to Taxes for the D'if charge of Principal and 
Jntereji ; and of the Sentiments of Dr. Davaiant 
en this Subjed. 

T HAVE already oWerved, that by the ceffatJon of ^^,/f^- 
the conftant wars, in which all Europe was en- '—" . -—/ 
gaged during the feudal government of the barons, 
nations began to enjoy fome fort of tranquillity. 
Upon this the military fervices became infenfibly 
converted into taxes : and as Princes extended their 
iurifdi^tions over the cities, which had been formerly 
more immediately under the proteQion of the bifliops 
whorefidedinthem, taxes were augmented. Thefe 
impofitions were very inconfiderable, with refpeO: 
to what they brought into the King's coffers. The 
policy in raiflng them was bad j the frauds in col- 
lefling them were great, 

Thefe confiderations engaged Princes to begin by 
contracting debts, with a view, afterwards to pay 
them by temporary affignments to the taxes impofed. 

From this again enfued the moft terrible extor- 
tions on the fide of the tax-gatherers, fo often cora- 
jdained of by thofe who have written concerning 

th« 
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the a&airs of France, as we fliall fee in the foUow- 
, ing chapter. 

Phihp k belf King of France, was the firft who, 
in 1301, admitted, with great policy, the inhabi- 
tants of cities to have a feat in the ftates of the king- 
dom. He formed them into a di(Un£t body, and 
called them iters etat, or the third ftate, after the 
clergy and the nobihty. His view was to facihtate 
thereby the jurifdiQion he wanted to eftabliftl over 
thofe cities, and to engage them to confent to the 
impolition of taxes for carrying on his wars in Flan- 
ders, and for oppofmg the ambitioiis views of Boni- 
face VIII. Accordingly, the people began to pay 
willingly, when once they found that they had a 
vote in what concerned them. 

I take it for granted, that every tax, about that 
rime, was impofed for a particular purpofe, and af- 
figned either to creditors, or to people who ad- 
vanced money upon it : becauie we are told that 
the firft impofition granted by the (lates to a King 
of France as a permanent branch of revenue, was 
an excife upon fpirituous liquors granted to Philip 
de Valois, in the year 1345 ; at which time, how- 
ever, according to Mr. d'Eon's Memoirespourfervir 
(i rHiJioiregemrale des Fin&ncet, there were not lels 
than twenty two different taxes known in France, 
which he enumerates as follows : 

Tallies^ complaintett charges, redevances, coutumes, 
peagei, trovers, poff^agts, centiemes, cinquantiemest 
6ies, chevaucbies, fubveniiom, exaSism, cbevaleries, 
aides, mariagesf touites, impojitions, pri/ons, fervi- 
fudet, and neuvelleites. 

That 
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That all there impofitions muft have been mere chap. 
trifles, I gadier from adrcumftance iathe Political \,_v^ 
Hiftory of France, mentioned by the author juft 
cited, which bdng itfelf exceedit^Iy curious and 
tending greatly to confirm many thii^s which I 
have advanced concerning the fmall circulaticm in 
former tunes, I fhall here Imefly relate it. 

In 1356, John, icing of France, apfdied to the 
States for 50,000 livres, about 9165/. fterling, to 
pay his army. The States, befides feverai other 
taxefi impi^d to pay this fmn, granted him 8 de^ 
niers on the livre, or ^^ percent, upcm all meat, drink, 
and merchatulife, fold in France within the year ; 
that is to fay, upon the whole alienations of France. 
The tax was levied, but fell far fliort of the fum re- 
quired, and the deficiency was made up by a 
poU-tas. 

Can any CKample be better calculated for form, 
ing a notion of the circulation of France at that 
time? 

It may be here. alleged that the prices of every 
llung were then fo very low, that no judgment can 
be formed concerning the quantity of alienation from 
the iosallnefs of the fum. This objection is of no 
force, as I fliall prelently diew. 

We know from the records of the felling price of 
grain in France, which was then remarkably cheap 
in proportion to the years which followed and which 
had. preceded, that in 1356, the.feptier of wheat, ■ 
or nearly 4 Winchefter buibels, fold for 1 7 fols 8 
deniers of the then currency, which was 12 livres 
to the marc fine filver, and a French foldier's allow- 
ance for breai^ to this day, is 3 ieptiers, or nearly 1 2 
Winchefter 
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BOOK. Winchefter bufliels a year. Now let me fuppofe, 
_-v--<~^ that the whole 50,000 livres had been ndfed by thk 
impofition of 3! per tent, or ^ of the tpial value of 
the fingle article of com fold at market, which was 
far from being the cafe, and then compare this with 
the number of men who could have been fubfifted 
with all the com fold in France at that time. 

If -jV of the price were the tax, then by multiplying 
50,000 livres by 30, we have the value of the corn 
fold ; to wit, I 500 000 livres : divide this fum by 
the value of what a man cbnfumes in a year, to wit, 
3 feptiers at 17 fols 8 deniers, which make 2 livres 
13 fols, and the quotient will be the number of por- 
tions for a man, to wit, 566 037. Since, there- 
fore, the 50,000 livres could not be raifcd in confe- 
quence of the tax, it follows, that the whole 
alienation of France, at that time, fell far below 
the value of as much wheat as would have fed 
$66 037 men. 

What a poor idea does this communicate of the 
ftate of Europe fo lately as 400 years ago ! It would 
be in vain to feek for examples to illuftrate any prin- 
ciple of our complicated modem ceconomy in the 
hiftories of thofe times: their taxes, their credit, 
and their debts, refembled ours in nothing but 
the name. 

I Ihall now come nearer home, and give an ac- 
count of the ideas of public credit formed by Deve- 
nant, who flouriflied about the time of the revolution 
in 1688, which I may take to be the aera of public . 
credit in England. 

No perfon at that time, whofe writings I have 

/sen, apjtears to have fo thoroughly underftood thefe 

matters 
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matters as Davenant. He was a man of theory, chap. 
as well as knowledge of fa£ls : he had an opportu- ^^^ v -^ ^ 
nity which few people have, to be well inflrufled 
m the one and the other ;- and he turned his talents 
to the befl advantage for promoting the intereft of 
his country. He has written many trafts on poli- 
tical fubjefts, which, when carefully read and com- 
pared with what experience has fince taught us, 
caft great light upon many queftions relatlTe to the 
■ fiibjeft of this inquiry. 

Davenant, like other great men of his time, was 
of opinion that borrowing money upon what he calls 
fliort funds, was much preferable to that upon per- 
petual intereft ; and he thought the moft advifeable 
plan of all, could it be accompUIhed, was to raife 
the money wanted within the year. 

Men, at that time, had a terror upon them in 
contraSing debts for the public : they confidered 
the nation as they would a pnvate man, whofe in- 
tereft is one, uncompounded, and relative to him- 
felf alone : in this light, creditors appeared as for- 
' midable as enemies ; they were looked upon by 
minifters as fuch ; and this general opinion on one 
fide, contributed, no doubt, to make the nwnied 
people lefs ihterefted in the diftrefs of government, 
and more ready to lay hold of every opportunity of 
improving fuch occafions, for their own ad- 
vantage. 

Government was in conftant war with creditors : 
when ready money failed in England, it had nothing 
to, pay with but exchequer tallies, upon the taxes 
impofed ; thefe were much more eafily ilTaed than 
acquitted. When the firft year's amount of a tax 

was 
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BOOK -was eng^ed, people confidered the fecurity for what 
<— /i^ was to follow as very precarious j con{<e(]ueiit]y, the 
value of it diminiflied. 

This method, however, fucceeded fkr better in 
paying off debts already contradol, than in con-r 
trading new ones ; and the hardfliips put upon tbofe ' 
who had already advanced money to government, 
and who were [Kud by aiSgnments upon taxes pre- 
vioufly engaged, made people very diffident after- 
wards, except upon proper fecmity. The limited 
form of the Englilh government, prevented the vio- 
lent proceedings of minifters, with refpefl: to the 
public creditors, which were common in France ; 
and this circumllance contributed, no doubt, to 
eftablifli the credit of the former upon the better 
footing. But ftill the long expeOation df payment 
. for the captal and intereft, upon a diftant fund, 
. made Davenant acknowledge that 700,000/. in ready 
money, would at any time go &rther than a mil- 
lion in tallies ; and yet he thought it was better for 
the ftate to borrow the million upon a plan of dif- 
charging the debt in three or four years, than to 
otwain the 700,000/. at the expence of a perpetual 
interefl of 8 per cent. 

There were many more confiderations^ which 
moved Davenant to prefer what be calls fliort funds 
to perpetual intereft. 

It was the general opinion in his time (not his own 
indeed, for he endeavoured to Ihew the lalJacy of 
it) that money borrowed upon the anticipation of 31 
fund, raifed and apprepriaied for the difcharge (fit, 
was not a debt upon the ftate ; becaufe it did not 
dimi* 
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<Titniniff< the former revalue. We have a remark' < 
able inftance of the prevalence of this opinion, in ^ 
,the famous memorial prefcnted by M. Delmaretz to 
Philip Duke of Orleans, after the death of the late 
King of France ; wherein he advances, that during 
feven campaigns, from 1708 to the peace of Raftad, 
vhile he had been st the head of the King's finances^ 
he had not increafed the public debts by more than 
nine millions of livres capital : and yet when he 
came into the adminiftration, in 1708, the King's 
dthts did not amount to 700 millions ; and we have 
feen, that at the time of his death,,they were upwards 
'of 1000 millions. But Defmaretz did not reckon the 
difference, which was no l^s than .1300 milUoas as 
any debt at all ; becaufe he had fettled it upon funds 
of his own creation. This was fo much the lan- 
guage of the times, that no cridcifm was made 
upon it. 

It is remarkable, that Davenant, in givii^ an ac- 
count of the debts of England, during the period of 
which he writes, that is, from the revolution down 
to the peace of Ryfwick, hardly ever takes notice (^ 
the fums paid for intereft upon them. The minds 
of men at that time were totally taken up with the 
payment of capitals ; and provided thefe could be 
difcharged in a few years, it was no matter, they 
thought^ what they coft in the mean time. 

As long as nations at war oblerve the fame policy 
in thdr methods of raiting money, the ways in which 
they [H:oceed are of the lefs importance : but when 
any one ftate makes an alteration, by which more 
money is thrown into thdr hands than they could 
formerly <^aitt; this circumflance obliges every 
' other 
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BOOK other ftate to adopt the fame method. Thus whife 
-.....■Ji,.^ Princes made war with the amount of their treafures 
and annual income, the balance of their power de- 
pended on the balance of fuch refources : when they 
anticipated their income on both fides^ for a few 
years, the' balance was in proportion ftill : when, 
afterwards, they adopted long funds and perpetual 
intereft, the fupplies increafed ; but ftill the balance 
was determined as formerly. ' 

The ufefulnefs, therefore, of, an inquiry into the 
principles of public credit, has not fo much for it» 
objefl: to difcover the intereft of ftates in adopting 
one mode of credit preferably to another, as to dif- 
cover the confequences of every one in particular j 
and to point out the methods for making them fe- 
verallytum out to thebeft account not only for the 
ftate, confidered as a body politic by itfelf, but alfo 
for the individuals which compofe it. 

When fo many different relations are taken in, 
the fubjeft becomes much more complex, and there- 
fore the confequences which can be guejfed only at 
muft be lefs determinate : but on the other hand, it 
opens the mind, and fuggefts many hints which 
■ with time may be itpproved for the good of fo^iety. 

People who barely relate political fafts^ afford 
only an excercife to the memory : thofe who deduce 
principles, and trace a chain of reafoning from them, 
give exetcife to the underftanding ; and as a fmalt 
fpark may raife a mighty flame, fo a hint thrown 
out by a flender genius may fet all the great men of 
a nation on a plan of general reformation and 
improvement. 

Let us now take a view of the ftate of public credit 
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fa England, at the peace of Ryfwick; in order to fliew 
how Davenant came to be fo great, an enemy to 
long funds, and more efpecially to perpetual interefl;. 
We Qiall at the fame time point out from what caufes 
proceeds the great change of fentiments at prefent. 

At the peace of Ryfwick, the debts of England, 
according to Davenant, in his fifth difcburfe upon 
the public revenues and trade of England, flood at 
17 552 544/. flerling; call it 17 millions and a 
half, as we have no occafion to calculate with 
exa^nef^. 

Of this debt the' capital of 3 J millions was funk, 

• as he calls it ; becaufe 1 300 000/. was on lives at 

14 per cent, and what was over to make up the 3^ 

millions, was intended to remain a perpetual burthen 

on the nation. 

For paying the intereft of this fum, no lefs than 
400 000/. a year was neceflary, which makes on the 
whole above 1 1 per cent. 

But then it muft be obferved, that more than one 
third of the fum was upon lives at r4^fr cent. : the 
debt due to the bank, of which we have fpoken in 
another place, was i 200 000/. for which was paid 
100 000/. a year, including 4000/. allowed for the 
charge of management : the remaining million was 
upon lottery tickets, bearing about 8 per cent, the 
price at which the bank had lent. 

The fecond branch of debts was near 1 1 millions, 
■which, he fays, were in courfe of payment; becaufe 
they were fecured upon branches of revenue en- 
gaged for difcharging them. A part of this clafs of 
debts was to be esyinguifhed in the year 1700 : and 
whenever this was done, then a proportion of the 

Vol. IV. C appropriated 
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appropriated taxes, amounting yearly to above a 
• million fterling, was immediately to be taken off. 

The third clafs of debts were thofe not provided 
for at all y which in the place' referred to, he makes 
to amount to no more than 3 2co 000/. but he af- 
terwards finds his miilake, and that they in &€t 
anirrunted to above 5 millions and a half, which 
makes the debts of England at the peace of Ryf- 
wick, to have been near 20 millions. 

Was it then any wonder, that a man who wilhed 
well to his country, Ihould prefer borrowing upon 
ihort funds at any expence whatever in the mean 
time, rather than at perpetual intereft, when he 
found that parliaments could not be prevailed upon 
to allow any tax to fubfiil one inftant after the dif- 
charge of the debts for the payment of which it had 
been appropriated ? 

Befides, there was very little to be gained by 
borrowing upon long ^unds and perpetual interefl, 
as long as the lenders confidered their advantage to 
confift principally in getting their capitals refunded. 

The plain matter of fad was, that trade at that 
time was only beginning to take root in England, 
and demanded funds to carry it on. The ufe of 
banks for turning property into money, had not 
then been difcovered. Circulation, confequently, 
was confined to the coin ; and profits on trade were . 
very great. All thefe circumftances rendered capi- 
tals of effential ufe ; and the confequence was, to 
raife intereft to an exceflive height. 

Compare this fituation with the prefent. Were 

the capital of 140 millions fterling thrown by Great 

Britan, in a few years, into the hands of die pre- 

j ■ pre- 
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ferit ct-editors j were France, on the other hand, to 
throw in as much, what trade could abforb it? 
Capitals now are of value, in proportion only to the 
intereft they bring ; and fo long as the intereft paid 
on public debts is fufficient to keep circulation fullj 
and no more, intereft will ftand as it is : when this 
ceafes to be the cafe, as in time of war, we fee in- 
■ tcreft begins to rife ; and when, on the other handj 
the intereft paid^ proves more than fufficient for the 
ufes of circulation, as upon a return of peaccj then^ 
from the fame principles, intereft muft diminifli. 

Davenant, Uke ^n able poUtician, who had the 
flate of fads before him, reafoned according to ac- 
tual circumftances. Whatever was borrowed oti 
long funds, was charged oh the {landing revalue 
of the ftate, which parliament was very unwilling 
to increafe in proportion to the charges laid upoii 
it. This, of ilfelf, was argument Jufficient with 
him to caft his view upon fliort appropriations, or 
upon his favourite objed, of raifing money within 
the year, to fupply the exigencies of thfe ftate. 

But in this operation he found great difficulties* 
In his treatife of ways and means, article exci/es, 
where he is fearching for expedients to provide mo- 
ney for the war, he plainly fhews a thorough know- 
ledge of this impofition. .It had taken- place in ■ 
England as far back as the great civil war, and 
formed at the revolution about j of all the revenue : 
but what is very extraordinary, and which at pre- 
fent will hardly be credited, the excife had at that 
time the effe£t of finking the price of the fubjeft 
excifed, inftead of raifing the price of what was 
produced from it< Thus the excife upon malt, 

after 

C 3 
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BOOK after the revolution, had the effect of lowering 
>■— ^^M-i the price of barley, inllead of raifrng the price of 
beer. 

This effe£t of excifes Darenant faw j ■from which 
he, and fince him many more have concluded, that 
all excifes fail ultimately upon the land. 

This circomftance, together with a feeling for the 
intereft of the great number of idle poor at that time, 
who muft conftantly fuffer by excifes, engaged Da- 
venant to propofe having recourfe to the land-pro- 
perty and pcU-laxes, for raifmg, within the year, 
the fums required for carrying on the war. 

According ro his propofal, there was to be no 
lefs than 3 millions raifed by a land tax, befides 
half a million by a quarterly poll, which made to- 
gether, above 100,000/. more than all the perma- 
nent taxes of England put together. 
* A propofal of this kind coming from Davenant, 

Ihews the difference of fituation between thofe time* 
and the prefent. On this fubject more is to be 
learned by comparing fa£ts, than by all the reafon- 
ing in the world. 

We have feen how credit flood in England du-- 
ring the reign of William IIL It was then in its 
infancy, and was fet upon the principles of a free 
and limited authority, exercifed by minifters of ftatej 
at all dmes refponfibte to parliament at the rilk of 
their heads, in cafe of any open violation of the 
public feith. This is the belt of all fecurilies againlt 
the bad exercife of power. 

Whoever reads the admirable wt-idngs of Dave- 
nant, and compares his ideas with what experience 
has fince taught us, concenung the nature of taxes 

and 
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and public credit, will plainly difcoyer that the great chap. 
diftrefs of England at that time, proceeded from the ■■.-^,'^ 
following caufes. 

The war they were engaged in, was far beyond 
their power to fupport, although they had the great- 
eft part of Europe to affift them. 

The bravery of the Britifli nation was ill fupported 
with money, the finews of war. 

The coin foon after the revolution fell into the 
greateft dUbrder, which fent it away ; no expedient 
was foand to fupply its place for the ufes of domef- 
tic circulation ; and, confequently, the fixed reve- 
aue could not be paid, nor induftry carried on. 

The people were unaccuftomed to taxes, tunnage 
and poundage, the branch with which they were 
bed acquainted, and which they bore with tt^e leatl 
murmuring, becaufe it was little felt by individuals, 
together with the excife upon beer and ale, the 
hearth money, the poft-houfe, and wine-licences, 
compofed the whole of the permanent revenue of . 
the ftate, and amounted to about one million and a 
half Aerling : befides which, the padiament had 
granted new cuftoms (all to ceafe before 1690) to 
the amount of about half a million more, upon 
wines, tobacco, fugar, and French linnen. This 
was the ftate of the revenue at the revolution. 

One would imagine that England, under fo fmali 
a burthen, might have been^able to make the greateft 
efforts. 

Were we now to grapple with France, under 

■ftich circumftances, what fanguine hopes fhould 

we not form of fuccefs ! The cafe turned out widely 

^iifferent : the firft benefit the nation expefted in 

C 3 confequence 
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confequence of their liberty reftored, was an aboli* 
tion of the hearth money ; a tax whiqh raifed over 
the whole kingdom, 245»ooo/. This was confidere4 
as an infupportable burthen. 

Such fentiments and difpoHtions in the Englifh 
nation, might have been a fufficient indication of 
what was to be expected from the war j the confe- 
quences of which had, before 1695, produced the 
following changes in the revenue. 

The tunnage and poundage, which at the. revo- 
lution produced 600,000/. was by this time reduced 
to 286,687/. 

The excife upon beer and ale, from 666,383/. 
was reduced to 391,275/. 

Tiie hearth money was abolifhed. 

The poft-houfcj from 65,000/, was reduced to 

63,5171- 

The wine-licences, from 1 o,oqo/. to 5000/. 

The temporary cuftoms which fubfifted at the 
revolution, were now expired, and had been either 
continued by new grants, or by others of the fame 
nature introduced in their ftead. The former had 
produced 415,472/. the new produced 373,839/. 

The lad and mod important grant of all, was an 
additional excife upon beer and ale, which produce^, 
450,000/. 

The revenue at the revolution produced, clear of 
all charges, 2 001 855/. fierling. A revenue eftar 
blifhed at pretty much the fame rate, and nearly on 
the fame objefts, with an addition of a new excife, 
which produced 450,000/. produced net in 1694, 
no more than i 570 318/. fo that, dedu£ling the 
jiew excife, the old revenue was diminiflied in it? 
produce. 
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produce, no Ids than i o8i 527/. or above one 
half, ill five years time. 

In a country like England, at that time, taxes 
were of little ufe to the (late, and were an exceflive 
burthen on the people. 

What Gould they be paid out of? Not out of the 
value in the hands of the people ; becaufe there was 
no way provided for turning this value into money. 
The whole of the money coined before the end of 
the war in 1697, did not amount to 8f millions. 
It was not to be expefted that during the war, fo- 
reign coin was to come in, except in confequence 
of borrowing; and we maybe very certain, that 
all that was borrowed, and a great part of what had 
been coined at home, had gone out from the year 
1695 to 1697. Under thefe circumftances, the 
exchequer ilTued tallies of wood, a notable expedi- 
ent ibr facilitating circulation ! And -the bank of 
England lent not one farthing upon mortgage : all 
that was poiiible to be raifed on the land and on 
the people, by pound-rate, afiefiinent, and poll-tax, 
was impofed. 

Now let us recall our principles concerning cir- 
culation, alienation, and banking upon mortgage, 
and combine thefe with what we have fo frequently 
repeated, and I think demonftrated, viz. that in 
proportion to the extent of alienation, and the de- 
mands for money, a circulating equivalent fhould 
be provided, fo as to be ready at the hand of every 
perfon who has property to pledge for it ; and then 
decide whether it was any wonder that credit in 
England flwuld have been at fo low ah ebb at the 
peace of Ryfwjck ; that taxes {hould have dirainiflied 
C 4 , h 
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^ ° ° ^ in their produce ; that intereft Ihould have rifen to 
«— v^— ' fuch an extravagant height ; that the people fliould 
have groaned under a load from which they could 
not relieve themfelves. 

Under fuch circuraftances, England appears to 
me in the light of a dumb man put to the torture 
in order to extort a confeflion. 

Were eight or nine millions fterling In coin, and 
a few wooden flicks, the tallies, conftantly fold at , 
a great difcount, a circulating value fufficient to 
fupply the exigencies of a ftate whicli was fpending 
annually at the rate of five or fix millions ? 

The confequence of this total drain of money, 
was, that people could neither confume excifeable 
commodities, or pay the taxes -laid upon their per- 
fons and folid property. 

The excifes failed, becaufe the body of the people, 
who paid them, were interrupted in their induflry, 
for want of money to carry on alienation. Thofe 
who were Uable to the arbitrary impofitions, fuciv 
as the landlords, could not pay ; becaufe what they 
had, their land, could not be given in payment. 

From what I have here laid together, we may 
determine, that as alienations among individuals 
cannot exceed the proportion of the circulating 
equivalent of a country, fo a ftatefman when he in- 
tends fuddenly to augment the taxes of his people, 
without interrupting their induftry, which then be- 
comes flill more neceflary than ever, fhould aug- 
ment the circulating equivalent In proportion to the 
additional demand for it. 

This, according to my notions, cannot be fo 
well compaffed as, i. by eftabliOiing banks of cir- 
culation 
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culation upon mortgage : z. by relieving thofe com- 
panies of the load of paying foreign balances by i 
^giving bills at par, or at a fmall exchange : and 3. 
by providing funds abroad for the payment of them, 
according to the principles above deduced. 

Such expedients will work their effefl:, in a na- 
tion where the public faith (lands upon the foUd 
fecuFity of an honeft parliament, and upon that 
refponfibility which is fixed upon thofe who are 
trufted with the exertions of the royal authority. 

I think I may illuftrate this op>eration by a finule;. 

A gentleman choofes to form a cafcade of the 
water which ferves to turn his corn-mill ; confe- 
quently, the mill ftops ; but in its (lead, he imme- 
diately ereds another which turns with the wind. 
Coin is the water, bank paper is the wind, and 
both are equ^ly well calculated for the ufe they are 
put to. 



CHAP. IV. 

Of the State of public Credit in France beforethe reipi 
cf Louis XIV. and of the Sentiment of the great 
Richlieu upon that Subjeif. 

TTAVING laid before my reader the fentiments 

of Davenant on the fubjefl of public credit, ■ 
which were analogous to the ftate of England in his 
time, it may be inllruQive to compare them with 
thofe of another very great man, in a rival nation j 
I mean the cardinal de Richlieu. 

The condiiution of Great Britain at prefent. Is 
pretty much what it was in Davenant's time : and 

that 
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that of Ffance does not differ widely from what it 
was at the death of Louis XIU. 
" Britain and France, are two nations, rivals in 
every thing worthy of emulation, and fimilar in 
thofe diftreffes which are the infeparable concomi- 
tants of modem ambition, debts and taxes. 

As long as the conftitution of the two govern- 
ments fliall ftand as at prefent, Britain will con- 
ftantly have the advantage in borrowing money: 
France viill have it in paying off her debts. It is 
this contraft which engages me to enter into the fol- 
lowing detail. I confider it not only as a piece 'of 
hiftorical curiolity, but as a fubje£t of profound re- 
flexion, from which much inftrudion may be 
gathered. 

The fate of kingly power was dedded, both in 
Britain and in France, much about the fame time. 
In France, it was fupported by Cardinal de Richiieu j 
in Britain, it was broken to pieces under Charles I. 

Before that time there was no fixed form of go- 
vernment eftabliQied in either country ; nor can ever 
a regular conftitution take place any where, until the 
mechanifm of a ftate become fo complex as to render 
changes extremely difficult. This is beconiing the 
cafe more and more every day : and upon this and 
nothing elfe will depend the ftability of our prefent 
forms. 

Let us now take a view of the fentlments of 9 
great minifter, delivered in writing by himfelf, in 
his political teftament ; the authenticity of which 
would never have been called in queflion, had th? 
matter it contains been properly 'attended to, and 
ivell underftood. 

ft 
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It is in the 7th paragraph of the gth chapter of the *^"!***- 
teftament, -where the Cardinal (hews his ability in i— .— ^ 
paying off the debts of France : and in going through 
the fubjed, he cafually has thrown out in other 
parts of his work feveral things, which enable us to 
ibrm a judgment of the ftate of taices, and of the 
effefts they were found to produce in his time. 

*' It is pedantry," fays he " to maintain that a 
** prince has- no right to draw money from iiis ,fub- 
*■' jefts, and that he ought to content himfelf with 
*' the poffeffion of their hearts. None, however, 
" but flatterers, the peft of fociety, can maiptain, 
^' that he may draw from them, juftly, whatever he 
*' thinlss fit ; and that his right extends, in this 
** particular, as far as his will,'* 

The taxes of France at this time had been aug- 
mented far beyond their due proportion ; and this 
had produced many ftrange and contradiflory phje. 
nomena ; which, as we ihali now fee, milled the 
Cardinal in many refpefts ; becaufe his experience 
was not fufficient to enable him to difcover the caufes 
of them. 

** The augmentation of impofitions on the peo- 
** pie," fays he, " does the King as much hurt by 
** raifmg prices, as to compenfate all he can gain." If 
we fuppofe that the exchequer gained by the aug- 
mentation J that is to fay, that the tax, when in- 
creafed, really brought in more than before, and 
raifed prices proportionally ; then the King could 
lofe his proportional part only, but never the whole 
augmentation. If the tax, by being augmented, 
produced lefs than before, which was often the cafe, 
then he muft have loft by ^ dipiinution upon his in, 
come. 
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come, not by the rife of prices. But Ihis laft was 

, not the cafe ; becaufe deficiencies of this kind never 

fell upon the King, but upon the farmers of the tax. 

The true reafon was, that the King paid moft of 
his expences by ailignments upon the taxes ; and 
then, no doubt, the higher they were raifed, and the 
more difficuh they were to recover, the dearer every 
undertaking would cod the King. 

This reafomng upon the effed of taxes fliews, 
that at that time the do£trine of them was not well 
underftood. No wonder : theory is not fufficient 
to lay open political confequences, even to the great- 
eft genius. All our information as to thefe matters 
arifes from experiaace, and all our inftrudion from 
our attention and refle£tion. 

As a proof of this, he mentions, almoft in the 
fame place, an eife^t of the increafe of taxes, which 
is quite contrary' to the former. 

** Confumption," fays he, *• diminiflies, as taxes 
augment." 

This is a contingent, but not a neceflary confe- 
quence, as we have feen, and mult have the eSe£t 
of lowering prices. 

I mention thefe particulars, to fiiow only how 
little this great man had ftudied the principles of 
taxation, or underftood the caufes of thofe phseno- 
mena which he faw arifmg from them. 

Such contrary eSeds could not fail to be felt, 
when taxes were raifed in the manner ufual at that 
time, and when no method was contrived for aug- 
menting the currency. 

El RichUeu's time the cuftom was to treat with 
the partifans, as they were called, or undertafcers 

for 
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for the farm of taxes ; and for a fum of money, chap. 
valued at a certain' intereft, to give them a right to -^j-.-^^ 
levy certain impofitions on the' people, efteemed 
equivalent to the money, and to the rate agreed 
upon } fome in one province. Tome in another, as 
parties could agree. Then the partifans fell to work 
with the people, and committed the mofl: horrid 
extortions. In the 4th §. of his fourth chapter, he 
&ys, ** The abufe is carried fuch a length, as to be 
** quite infupportable, and muft end in the ruin of ■ 
" the ftate; the' people are plundered, not taxed; 
*' fortunes are made by rapine, not induftry : ufmg 
** the partifans like fpunges is very juft ; but liable, 
** on die other hand, to great abufe, when not con- 
*' dufted with moderadon and juflice." This waa 
a very diflFerent fyftem of taxation from that carried 
on in England in Davenant's time, and mu{l have 
produced effeSs very difllthilar. 

But it maybe a&ed, if in this cafethefe parti- 
fans in France had found out means of raifing mo- 
ney, iar beyond the King's intention j what pre- 
vented the Cardinal from examining into fuch 
means, and from ufing them in a gentle and equi- 
table manner, to the extent only of fatisfying the 
creditors for the money lent by them ? 

In thofe days feveral difficuldes occured, which 
rendered this expedient impradicable. 

Rrft, The partifans would lend in no other way ; 
they would have nothing to do with the King as a 
debtor: his credit was not well efiablifhed; and by 
having thi direfl; adminiftration of the tax, they coh- 
fidered themfelves as more fecure. 

Secondly, Had the Kttfg levied the money on the 
6 pwple. 
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BOOK people, and been paymafter to the cteditors hiniifelf, 
^_r,^_' there would have been no gains for the pariHans but 
what were ftipuVated : had they exafted more thaa 
legal iniereft, they expofed themfelves to the danger 
of being punilhed as ufurers ; and confequently 
ihey would not lend. So, by delivering up the 
people to be plundered, the King made a better bar- 
gain, he thought, than any other way j and if the 
partifans plundered the people, the Cardinal plun- 
dered them in his turn. 

Thirdly, At this time there were not, as now, 
merchants of extenfive credit, and fair chara^er, 
■who ferve as interpofed perfons for the whole mo- 
neyed interest of Europe, and who can fill a fubfcrip- 
tion for millions with a fingle name. 

The partifans themfelves, as the Cardinal obferves, 
had frequently neither money or credit at fetting 
out : but by parcelling their undertaking into many 
hands, they got together what was neceflary. Thus 
the fubaltern aSbciates were in a moment, like lo- 
cufts, fpread over the whole face of the kingdom, 
and plundering went on in every quarter, , 

This reprefents a quite different fyftem of credit 
from what we fee eftabliftied, even in France, at 
prefent ; where the tax-gatherers are ftill loudly 
complained of, though much more than they de- 
ferve. The mode of railing the taxes is now moft 
cxa£lly fpecified by the king; and nothing more 
can be exacted than according to the plan laid 
down i but in every cafe fevere penalties are irapofed 
upon frauds : tliefe when levied, are accounted for to 
jhe farmers j but when compounded for under 
band, fink into private men's pockets. 

In 
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In a country where taxes are rightly e/iabl 
induflrious people have no occafion to indemnify «. 
themfelves by fraud for the taxes they pay ; they 
have a more certain method of being refunded. 
This (hall be explaiAe4 in its proper place. 

By this method of oppreflion in the Cardinal's 
time, a great. part of the odium was removed from 
the King, and caft upon the partifans. The people 
refembled a dog which bites the (tick which he has 
been ftruck with inftead of biting him who holds it *. 
I have now laid enough to point out the method 
of borrowing money in France at that time, from 
which the nature of the fecurity may eafily be ga- 
thered. 

The Cardinal, upon the fuppofition of an ap- 
proaching peace, enters into the plan for paying off 
what bad been contraded. He was refolved to pre- 

ferve 

*. Thus w«T taxes eftabHIbed in France) in Tpight of the greU 
RverCon of that nation to them. The exigencies of the flate 
were apparent ; Princes were confidered as under ao abfolute 
necel&ty to find money at any rate ; they appeared to be in the 
bands of unrelenting ufurera, who became the esecration of the 
people, to whofe fury they were fometimes delivered over, when 
{tripped of their wealth : the people were now and then relieved 
of a part of their bnrthen ; the ta& remamed under milder ma- 
nagement, formed an addition to the King's revenue, and£cr«ed 
as a fund for future emergencies. 

But the nature of man is fuch, that the more he grow* in 
wealth, the mdre the defire of fpending it increafei. Thus the 
fund provided for unforefeen emergencies, is iofenfibly incorpo- 
rated with that which is appropriated for the curreiU Xervioe of 
the fiate. 

Nothing however is more certain than that in time of war, Ur 
greater fums arc required than any people can pay, withtmt 
Gontiafting debts. 

U 
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'OOK ferve credit (for even at that time, the confequence 

(....-vl*^ of this great engine was fufficiently felt by this great 
man) but he was determined to relieve the people, 
and to get rid of the debts. 

After a long detail concerning all the branches 
of the revenue, and after fliewing how they might 
be improved, he draws out a general ftate of them, 
and of the debts affecting them ; and then adds, 
*' The total revenue of the kingdom amounts to 
near 80 millions ;" (the filver was then at 27 livre* 
10 fols the marc fine, which, valued at 2 1. 4 s. 
fteriing, makes the 80 millions worth above 6 mil- 
lions fterling) " of which there is above 45 millions 
" engaged for the debts. I will anfwer, that by 
** good management, this immenie load of debts, 
** which feems to be the ruin of the King, fliall turn 
*' out to his eafe and opulence. Some imagine it 
*' would be a right meafure to free the ftate entirely 
** of her burthen, (a general fpunge) but as flie 
** cannot, certainly, fupport all the burthen, fo nei- 
'* ther does reafon dictate that fhe fliould be entirely 
** fet free." No modem ftatefman could form 3 
belter judgment of things. The Cardinal's ideas 

Is it rot then indirpeniibly necefiaiy, either, firft, To have 3 
fum locked up in treafure i Or, fecondly, A fund appropriated, 
to borrow upon in time of war, which may ferve to pay off the 
debts in time of peace ? Or, thirdly. To borrow upon the ftj- 
pulation of an anndal payment, which may, in a certain number 
of years, acquit both interc ft and piincipal? 

The firli is the plan of the King of PruIGa ; the fecond that 
of England J the third is, in a good mcafure,'that of Prance 
Holland borrows no marc, and pays at fhc can what the owes 
Spain lives on her income ; and Auflria remained in the old way 
till very lately, without credit, and confequently widiout large 
- debts. 

arc 
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arejuftand profounds and it U aftoniftiing howa chap. 
man uninftruded by our experience fliould fee fo ■^-.-^, 
far into remote confequenccs. 

He next lays down diilerent fchetnes for paying 
the debts, upon the return of peace and tranquillity. 
They are all arbitrary, more or lefs, according to 
the ftandard of Englifli ideas of credit. 3ut if we 
abftra£t from one expedient lately difcovered, to wit, 
the diminiihing the intereft, and aUouyng the capi- 
tals to remain, I doubt whether any modem ftatef- 
■man could difcover any other than thofe which the 
Cardinal has propofed. 

A preliminary flep to all b» fchemes was, by an 
a£I of power, to reduce the debts which bore a higher 
interefl:, to that of the 1 penny, or to a little more 
than. 6 per tent. This method of reduftion has 
conflantly been and is (till pra£Ufed in France. 

Then he propofes to enter into an account with 
the creditors for the fums they had received j and 
to confider whatever they had obtained above the 
legal intered, as payments in part of the capital. 

.This fcheme however he reje^, upon examina- 
tion^ He fays it is agreeable to equity ; but that It 
would have the effed of totally delboying all credit 
for ibe future. 

The fecond expedient was, to reimburfe the ere* 
ditors the fums which they really had paid for the 
annuities alligned to them : but this he found to be 
impoffible to verify \ becaufe they had had the ad- 
drefs to fpecify, in thdr contra&s, fums &r exceed- 
ing what they really had paid. For this reafon he 
reje£U the fecond expedient alfQ ; and adopts a third, 
as the. belt plan of any for paying off the dd>ts. 

Vol,. IV. D ITiis 
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sooK This -wzs, to value the capitals at what they then 
Ci— v-*^ fold for in the market, before the peace was con- 
cluded. 

This mfethod appeared to the Cardinal the mod 
equitable, at leaft he fays fo, and the only one prac- 
ticable; but in my opinion it was the moft arbitrary 
of the three ; the moft liable to abufe, and the moft 
oppofite to the principles of public credit, as at pre- 
fent eftablilhed : and yet it is a thought, which, 
when conduced with juftice, may upon fome occa- 
fions anfwer excellent purpofes, as I ftiall obferve 
in a proper place. 

Had<he adopted the firft expedient, of afcertain- 
ing the value of the real advance, there was an ap- 
pearance of juftice J becaufe ^the creditors were there- 
by reprefented as ufurers ; and by repaying them 
what they had advanced, by the enjoyment of an 
income above the legal intereft, he treated them 
with more indulgence than the laws allow between 
private perfons. . . 

Could he, according to the fecond fcheme, have 
difcovered exaftly the fums which had been paid 
for the annuities given, and offered reimburfements 
upon this footing, lefs could have b;en faid againft 
it J becaufe the mentioning of more in the contract 
than what had been paid, was a palpable fraud 
againft the King. 

The third meth6d, which the Cardinal approves 
of, contains this piece of great injuftice, that the 
antient creditors of the ftate who had paid 1 2. years 
purchafe for their contrails, that is, tbofe who had 
lent at about 8 per cent, might by this fcheme be 
paid off with one half of what they originally paid. 

If 
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. If it be anfwered, that nothing is worth more than <^1^''- 
what it can bring j 1 anfwer, that it may be worth -—^.-^^ 
more than what it tan bring at a particular time. 
During a war, an annuity which had been bought 
at 12 years purchafe in time of peace, will fall to 
. five, provided annuities can then be bought at this 
rate. The new loans conflantly regulate the value " 
of the old capitals ; but upon a return of peace, they 
will rife to the original value. 

Another injuftice here was, that a nunifter, by 
borrowing a fum at a very high intereft, at the time 
he wanted to fet a value on the old capitals, might 
fiak. their value. i\nd, in the third place, the 
greateft injuftice of all confided in this, that the 
Cardinal had no thoughts of any real rdmbur&ment* 
as we ihall fee by what follows. 

There was, at this time, one clafs of annuities 
conftituted at 8 per cent. Thefe he propofed to 
reduce to 6 per tent, as above, by his preliminary 
operarion. Such annuities fold at that time for five 
years puFchafe. Thefe, fays the Cardinal, we mujl 
Jix at this value ,- and by allowing the proprietors to 
enjoy them for 7 i years, the. capital and intereft 
will be paid off. 

Other annuities conftituted upon the taille fold 
for fix years purchafe, which, by the fame rule, 
were to be paid off in 8 | years. 

The annuities and other debts charged at that 
time'upon the taille alone, amounted to 26 millions 
a year ; and by this fcheme^ the whole was to be 
paid off in 8 | years. 

Befides thefe, there were engagements upon other 

branches of the revenue, which fold at different 

D 2 _ • prices. 
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prices. All were to be fet upon a proportional 
, footing. The annuities which fold ihe deareft, were 
■at 7 i years purchafe ; which were to be paid in 
\\\ years. 

Thus, by the Cardinal's fcheme, the debts of 
France, which at that time bore of intereft about 
45 millions, were entirely to be paid off, in 12 
years, without any new Jinpofition ; and when this 
was concluded, the lands were to be dlfcharged of 
26 millions of yearly tallies near two millions iter- 
ling, and the King was to have a clear revenue of 
53 millions, or about 4 millions of our money, 
which with the 26 millions taken off the taille^ make 
79 millions ; the total amount of the French revenue 
at that time. 

I ihall now point out tlie characleriflic differences 
between the principles upon which the credit of 
i^I^land and France were eftabliflied, at the two 
periods of which we have been fpeaking. 

Were two fuch writfcrs as Davenant and Richlieu 
to be met with in the fume age, and at a time when 
. England and France were engaged in contradling 
debts, the contrail would have been ftronger ; but 
as it is, it fuits our purpofe. The debts contrafled 
in France from 1708, when credit fell, to the end 
of the war in 17 14, were in confequence of rapine 
and extortion, as in Richlieu's time : and the ope- 
i-alicns upon them, after the peace of Utrecht, re- 
fefnble thofe of Richlieu in fome very material cir- 
cumftances. Such as, firfi^ That all the debts 
were then, by an a£l of power, put at ^ per. cent. 
without any regard to the original ftipulations. * 
Sei*ndiyt That what the Cardinal ddpaired erf ac- 
complifiiing. 
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complifhing, the Regent undertook, and executed, 
at a great expence to the King, and with great ih- 
juflice to many individuals. 

. He eftabliflied a commiinon, called the vifa^ to 
inquire into the unfunded debts, which amounted 
to 600 millions. His intention was, to difcover the 
effe^ive fums which had been paid for the grounds 
of debt. The moft favourable claffes of thefe debts 
corififted in arreafs of pay to the army, indemnities 
for pillage, and the like, conftituttd by notes iffued 
from the oiKce called the exiraordinaires desgiterres^ 
which were diminifhed 4- » the fecond clafs was di- 
minillied \ i the third clals \. ; and the la(t of all, 
namely fums' due to brokers, ufurers, &c. were di- 
minifhed \. 

But alas ! there was not the Icaft fliadow of juflice 
in this operation ; becaufe long before the vifa was 
etlablilhed, mofl: of the grounds of thofe debts had 
circulated from hand to hand, under the greatefl 
difcredit : fo that the real fufferers were by that time 
beyond the reach of the indemnity offered ; and the 
ufurers and brokers who had bought them up, were 
really thofe who made fortunes by them. The Car- 
dinal's plan of paying at the felling price, would 
have provedj in this particular cafe, more rational, 
and more according to equity, than any other ; fo 
greatly do circumftances influence our decifions in 
all political matters ! 

By the vifa, the 600 millions were reduced to 
25a millions, and put at 4^rrf«?.iike all the other 
debts, as has been obferved in a former chapter. 
At firft, no plan *as propofed, for paying off tht 
cajHtals ; but a fum was appropriated, though ,vei)' 
P3 iii 
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ill paid, for difcharging the intereft. We have dif- 

; cuffed fufficiently the famous operations of the Mif- 
fifippi ; by which an attempt was made to throw 
the whole national debt on the company of the In- 
dies ; and we have feen how it mifgave. 

'I'he diflance, therefore, of Richlieu's tJme, from 
Davenant's, occafions very little deception in com- 
paring the pilnciplps of French and Englifh credit : 
and when we come to examine the prefent (late of 
this queftion, I anT'afraid we fhal! find, enough of 
the old fyftem ftill remaining, in France, to verily 
my obfervation, that the French have the advantage 
in paying their debts ; the Englifti, in contrading 
them. Where the balance of advantage may lie, 
will be the fubjeft of more fpeculation. 

The firft effential difference I find between the 
credit of France and that of England, in the two 
periods we are confidering, relates to the coin. In 
the firft, the vahie of i/ had been very well preferved : 
no confiderable alteration had been made upon iV, 
from 1602 to 1636, that the Cardinal raifed the 
denomination of the marc of fine fitver, from az 
livres to 27 livres 10 fols, as has been faid. Whereas 
from the revolution, until the eftabliihment of the 
bank in 1695, Ae coin had fuffered in England a 
debafement, from dipping, of near 50 per ^cent. 
This circumftance, more than any other, affcded 
the credit of England, and increafed the expence of 
JCing William's War. In Richlieu's time, circula- 
tion and trade had made more progrefs in France 

. than in England at the time Davenant lived. The 
revenue left by Henry the Fourth was double to that 
of England at the revolution: and, in general, the 
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income of the Kings of France had far exceeded -chap. 
that of the Kings of England, for many reigns be- •— -v^^i*^ 
fore that of the great Henry. Borrowing alfo, up. 
on a fixed and permanent intereft, had been known 
in France fo far back as Francis the Firft. 

This Prince was the firft, I find, who contrafled 
a regular debt, at perpetual intereft, upon the town- 
houfe of Paris, at about 8 per cent, when the legal 
intereft in England, under his contemporary Henry 
the Eighth, was lofer cent. 

The predeceflbr of Francis, Louis XII. had of 
grofs revenue, charged with his debts, which eat 
up near one half, above 2,500,000/. fterling. Du- 
tot, Reflez. Pol. Vol. I. p. 204. Francis I. left to 
his fucceffor in 1 546, a grofs revenue of 2,685,314/. 
fterling, and of nett income 2,287,998/. according 
to Dutot and M. de Sulli. 

Under Henry II. and Francis II. the grofs revenue 
flood at about' 2,618,000/. fteVling. 

Under Charles the IXth, I have not been able 
to difcover any thing which can be relied upon : 
but his fucceffor Henry III. according to. Sulli, had, 
in 1581, a revenue of 3,250,000/. fterling, and 
left only about 16 millions of livres of debt,' which 
was no" great fum. 

To this Henry IV. fucceeded ; and by the capa- 
city and utiwearied application of his great minifter 
M. de Sulli, it was raifed to above fix millions- fter- 
ling, at the beginning of the reign of Louis XIII. 
This revenue, by his wars and expences, was left 
greatly incumbered j but ftillthe taxeswere eftabliflied 
which brought it in ; and fo early in the reign of 
his fucceffor Louis XIV. as the year 1683, his reve- 
D 4 nue 
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Bo^R hue extended to no lefs than 9,182,914/. ftcr- 
«>«-vw ling, according to Dutot. Reflex. Pol. Vol. II. 
p. 256*. 

Let any man, acquainted in the leaft with the 
hiftory of England, examine the fixed revenue there, 
under Henry VIL and VIII. Edward, Mary, and 
Elifabfth, and their fucceffors, down to the revolu- 
tion i and they will evidently fee the great difpro- 
portion of wealth, proceeding from taxes, in the 
one and the other kingdom. 

From thefe fa£ls I conclude, that debts and taxes 
in France were much more familiarly known Jn 
. Richlieu's time, than poflibly they could be in Eng- 

land when Davenant wrote. 

Public credit had long grown up in that kmgdom, 
under the hard influence of regal power : whereas 
in this it had fprung up lately, under the proteftion 
of liberty, and a mod limited authority. 

To this caufe I afcribe the difference we find be- 
tween the principles of EngUfli and French credit n 
and to an effed fimilar to the caufe I afcribe the gi- 
. gantic Heps by which Britain has outftripped hec 
powerful rival in the eftablifliment of her credit, 
Imce the begiiming of this century. 

It is folly to prophecy, I know y but I may be 
allowed to conjefture, that the fame caufes which 
have raifed the credit of this nation to fuch an ama- 
zing height, will either force the French from their . 
old principles, or they will, fome time or other, ' 
bury her credit in the dull. 

* Thefe fuins are all conveTted into llerlin);t acconling to tbe 
value of the French livre at the different period* here mentioned. 

Had 
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Had one half of the a3s of power been exerted c fl a p. 
with' us, which have .been fo familiar in France : had ^..«.^^«.l 
half the liberties been taken, in tampering with the 
claims of creditors ; a total bankruptcy would long 
ere now have been the confequence : but in Britain 
credit is young ; and has been tenderly reared. In ' 

France flte is old, and has been accudomed for many 
ages to rougher ufage. But example works won- 
derful effeds, efpecially when nations live together 
in this great European fociety ; and the advantages 
of a fecurity to be depended on will every day more 
and more engage the moneyed intereft to prefer this 
to any violent and precarious profits. 

How nicely does Davenant employ political arith* 
metic, in order td make true efUmates of the taxes 
to be imptrfed, and appropriated for a term of years, 
for extinguiftiing principal and intereft. How ex- 
adly has the account between the ftate and the bank 
been carried on from 1695, to this day ? How faith- 
fully have all parliamentaiy engagements been ob- 
ferved? When, in 1749, a moft natural operation 
was performed, to redact the intereft of the debt 
of Great Britain, by gentle fteps, from 4 to 3 pet 
cent, what an outcry did it make ? although an al- 
ternative was left to the creditors, either to receive 
an ^ual reimburfement, or to accept of the new 
terms, llie credit of Great Britain muft have ap- 
peared to France in th? light of a pettifti child, edu- 
cated in the houfe of a too indulgent parent : her 
own is not treated with fuch gentlenefs ; and when 
our money-jobbers try thdr hand at Paris, and meet 
with difappointments from unexpeded arrets of coun- 
cil;, to prevent the laugh going againft them, for 
tnifting 
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trufting to the credit of France, they turn it off by a 
jeft, and pretend that they were only playing as at 
the Groom-Porter's, or in Change-Alley. 

' In a word, what wouM totally ruin the credit of 
England, does not equally affeft that of France. 
An aft of power there, no doubt, throws a damp 
upon it for a time j and if that j£t of power lake ■ 
place at a critical junfture, it may coJl her very 
dear,; as it lately coft her the continent of North 
America j which, I think, was fold for 32 millions, 
withheld from her creditors, for a ftiort time, in the 
end of 1759. But this ad of power, and many 
others fmce^ have not ruined the credit of France : 
many truft her ftJII; thofe who purchafe in her 
funds, at jarefent, expeft only feveral per cent, more 
than common intereft, as a premium for the in- 
furance of her good faith, until {he recovers her mer- 
cantile reputation *. 



C H ,A P. V. 

Of the prefent Jiate of public Credit in Great Britain. 

CHAP. "XXT-^ ^^^^> ^^ * preceeding chapter, given a ge- 
V- '^ ' neral view of the ftate of public credit in Eng- 

land, at the end of the laft century. In this, I fliall 
briefly run through the moft remarkable revolutions, 

" Money invefted in the French funds, anno fj66, willbring 
the purchafer 6 per cenl. This I confider as 4 per cent, for the 
intereft, and 2 per cent, premium for the ritk ; and were (he now 
to borrow any confiderablc fums, I fuppofe the infurance would 
rife in proportion. ' 

' ■ both 
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both in fendments and events, which have fucceeded 
fince that time. 

At the revolution the revalue of England was 
about two millions flerling, affected by two debts. 
The firft was 'called the bankers debt, contraSed 
by Charles 11. and, by tetters patent, charged upon 
his hereditary excife, to the amount of upwards of 
1,300,000/. This debt was arbitrarily reduced to ' 
■ one half, in the laft years of King William, and 
put at 6 per ient. perpetual amiuity, to commence 
no fooner than 1706. The other was a debt of 
60,000/. due to that Prince's fervants, neglefted 
to be paid by his fucceflbr, and difcharged after the 
revolution. 

At the peace of Ryfwick, the -national debt a- 
mounted to about 20 millions. The branches of 
taxes fubfifting at the revolution, and continued till 
then, produced no more than about 800,000/. ; but 
by additional taxes laid on in the reign of King Wil- 
liam, the whole revenue extended 103,355,499/. 
of which above one million was to ceafe before 
1700, as has been faid. This reduced the reve- 
nue, at the beginning of Qiie,en Anne's reign, to 
nearly what it had beep at the revolulioD : out of 
■which if we deduft the intereft of the national debt 
then fubfifting, Mid the expence of the civil lift, 
we fliaU difcover the extent of the funds prepared 
for engaging in the war with France ; and then 
b^ comparing the ftate of the nation at her ac- 
ceffion, with what it was at her death, we fliall 
fbriji a general notion of the progrefc of credit at 
that . period. 

, The 
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BOOK The revenue of, England at die acteffion of Queen 
L— ,-^ Anne may be ftated at iibout • - a iy2 coo 

The debts fubflfting on the ' 
3iftof Decemberi7oi, were 6748780 



Upon which the annual 
intereft was - - ^66 165 

Queen Anne's civil lift* - 600 000 

Which two fums amount- 
ing to I 166 165 

Being deduced from the revenue, __ 

there will remain for the current fer- 

vice of the ftate . . . i 105835 

What the exad amount of the revenue of Eng- 
land was at the death of the C^een, I cannot juftly 
fay. But as it may be comprehended under the 
three general branches of cuftoms, excifes, and 
other inland duties, we may form a guefs at it, 
though imperfeftly, I allow, from the number of 
articles in each. 

At her acceflion, the cuftoms comprehended fif- 
teen articles ; at her death, they amo\Hited to thirty- 
feven : at her accelSon, the excifes comprehended 
ten articles ; at her death, they amounted to twenty- 
feven : atheracceffion, the other inland duties com- 
prehended eight articles ; at her death, they amounted 
to fixteen, including the land tax, then become in 

. • Th« QtKCD got from parUament 70c,c«ol. for her civil lift ; 
but (he immediately ordered 100,000]. to he annually paid to 
tjie ufes of the war. 

a man- 
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a manner perpetual, although kid on from year ^ " * '- 
to year. v-— .*-w 

At her acceffion, the public debts amounted (as 
abbve) to near feven millions, at her death tbey ex- 
ceeded fifty millions. 

; In fourteen years, from the revolution to her ac- 
ceffion, the money granted by parliament, partly 
raifed on the fubjeft, and partly borrowed, or taken 
credit for, according to the cuftom of the times, 
amounted to above fifty -five millions. During the 
1 3 years of Queen Anne, the money granted by par- 
liament raifed on the fubjed, or borrowed as abore, 
amounted to upwards of 80 millions. 

By this general' Iketch I do not mean to enter into 
"exad details: h&s muft be fought for ini books 
which treat of fa£ts ; our chief objefl: is to examine 
the principles upon which the public credit was fup- 
ported, let the exaft fum of money raifed be what 
it will. 

The expences of the French war firft engaged the ■ 
nation to revive thofe taxes which had been fup- 
preflfed ; and to inipofe many otho^ for a confider- 
able number of years, in proportion to the money 
borrowed upon them, according to the principles ^ 
the former reign. 

In 1702, intereft was fo low, that government 
got money at 5 per cent. It continued fo till 1704, 
when fome loans began to be made at 6 per cent, 
and at this rate it ftood during the war. 

But in 1706, the exigencies of government were 
iar greater than what alt the money to be borrowed, 
or raifed on the fubje^, could fupply. Tliis opened 
a door to the abufe of paying the growing deficien-' 

cies 
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■ 00 K aes upon the taxei with excheqoer bills, chargeable 
^— v ^ on diftant funds. Thefe fell conftantly to great dif- 
count ; and the Unhappy fervants of the fbte, who 
received them in payment, were obliged to difpofe 
of thetn to people who could wait for an ufurious 
reimburfement by parliament. 

When thefe exchequer bills had once got into the 
hands of the monied peoplcj they had intereft with 
government to engage the bank to circulate them 
at 6 per cent, intereft i but as the funds upon which 
they were fecured happened atthat time, 1706, to be 
' engaged for difcharging debts previoufly contrafted, 
the bank, during that interval, copid receive no pay- 
ment of this intereft of 6 per cent, fo the expedient 
feUen'upon, was to pay the bank compound intereft 
for all the tallies and bills they were to difcouat, 
until the fimds appropriated ftiould "be relieved. 

This expedient, bad as it was, and burdenfotAe 

to the ftate in the higheft degree, proved of infinits 

fervice, both in eftabUlhlng the credit of exchequer 

. bills, and relieving tliofe who received payment in 

them. 

This operation was quite fimilar to thofeof banks 
of circulation upon mortgage. The bank of Eng- 
land was here employed in converting into money 
exchequer bills, fecured upon the fjuth of govern- 
.ment. Banks upon mortgage convert into money 
the property of individuals, upon private fecurity. 
Had, therefore, banks upon mortgage been efta- 
blifhed in England at this time, all thofe who had 
property wouM have got credits irom them, and 
would have been enabled thereby to pay their taxes, 
and carry on thdr induftry, without diminiOiing 
7 their- 
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their confumprion. The exchequer would' then have ? h a p. 
had no occafion to iflUe difcredited bills and tallies ..^-.^ 
for making up deficiencies ; becaufe taxes would - 
have been produaive, and the ftate would have 
been relieved of this exceflive burden of intereft at 
6 per cent, accumulated quarterly in favour of the 
bank. 

What extraordinary profit muft have accrued to 
the bank by this operation, every one muft perceive. 
They were not here procuring funds to lend at a 
great expence ; all they did was to augment the 
quantity of their paper upon government fecurity ; 
■which they knew welt would remain current in the 
common circle of payments within the country; 
and the public borrowings were Sufficient to furnifh 

. credit for the fums fent out of the country. In this 
view we may conclude, that almoft the whole accu- 
mulated intereft paid, became a pure profit to the 

. bank, as well as a great augmentation of the national 
debt. ■ 

This operation of the bank in i'7o6, did not pre- 
vent fubfequent deficiendes, in the payment of the 
navy, army, ordnance, and of many other articles. 
In 1710, they amounted to above nine milUons fter- 
ling. This was too great a fum to be borrowed.- ■ 

and the bank durft not venture to difcount more 
than what domeftic circulation could fupporc : fo 
that after thjs great debt had circulated upon the 
difcredited obligations which had been ifllied for it 
and in this way had fallen again into the hands of " 
monied people, at 30 and ^o per cent, below par 
the new proprietors of it were all incorporated into 
one great company, with a governor and direaors, 

who 
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■ o* "t who got 6 fier cent, for the whole ca|MtaI, with an 
'■P-.w.^ allowance of 8aoo/. a year for charges of manage- 
ment. 

Thus all the original creditors for thefc deficien- 
cies loft the difcount ; the monied people gained it, 
and the public p^d for all. 

When credit is in this languid ftate, every expence 
of government muft rife in proportbn to the difcre- 
dit of the paper with which they pay, till at lail the 
whole fum, with intereft, accumulation, and ex- 
pence, fails upon the ftate, as if every iarthing of 
It bad been frugally expended in ready money. 

This is a general view of the ftate of -credit in 
Queen Anne's reign. 

Government had not, as in the former war, the 
inconveniences flowing from the diforder in the coin 
to combat with. Thefe contributed more than any 
oth^r'circuniftance, to raife the capital of the debts 
at the peace of Ryfwick. Circulation, too, was con. 
fiderably augmented, in confequence of the increafe 
oftaxes, pubhcdebts, andtheoperadonofthebank 
in circulating exchequer bills and tallies. Yet money 
* was ftiilfcarce, in cotnparifon of what it might have 
^been, had proper methcsds been contrived to preferve 
it upon a level with the occalions for it. 

The incorporation, alfo, of nine millions capital 
in the hands of a corporation, which aftenjrards was 
called the South Sea Company, was an afliftance 
to public credit, by increaling a monied intereft, 
tfce principal view of which was to fill the governs ■ 
ment loans, on the lucrative conditions offered for 
Chem. And laft of all, th* ftrifUy adhering to the 
public iaith of tngagonents, without feeking, by 

aSs 
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zSts of power, w indenmify the ftate for the loffes c ha p. 
it had been obliged 'to iocut-, from the circumftan- >— -. ' .^w 
ces of the times, laid the folid bafis of national cre- 
dit for the future. 

Ahhough the many taxes added to the former 
revenue, did not iocreafe it in any proporti<m to the 
load laid upon the fubje^t during this war, they 
ferved, however, as a good foundation for improve- 
ment, as foon as the eSeOs of peace reltored them 
to their full produ£tion. But the fecurities affefting 
thefe takes having become every year greater, go- 
vernment was ohUged to engage certain funds fof 
thirty-two years to come, and fometimes longer ; 
and . many branches of taxes, which formerly had 
been granted for flicnt terms, were then made per- 
petual. Alter the peace of UtMcht, the expences 
of the ftate were greatly dimiml>ied, and money be- 
gan to regorge : fo that in the year 1716, the firft ♦ 
foundation of the finking fund was laid, by opening 
a fubfcription for paying off about ten or eleven mil- ' 
lions Herling, at that time, charged upon feveral 
branciies of taxes, the produce of which amounted 
annually to 724849/. fterling. 

The proprietors of thefe ddlts were allowed to 
fubfcribe into this new fund, at an intereft of 5 ptr 
cent, redeemable by parliament: and in cafe the 
whole fubfcripdon £hould not hll at that rate, the 
bonkand South Sea company became bound to make 
it up, upon receiving a like annuity in prt^Kutioa 
to their fubfcripdons. 

The bankers' debt, of which we have fpoken, the 
. only pubhc debt owing at the revolution, made part 
of thofe which were to be fubfcnbcd for^ 

VoL.'JV. E Tht 
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Hie taxes which had been appro jM-iated for the 
difcharge of thofe capitals, from temporary, were 
made perpetual; with a claufe added, that when 
the furplus of the fund, after payment of theintereft, 
had dilcharged the capitals of ail the national deb|t 
due the 25th of December in that year, the whole 
produce of the fund itfelf fliould' remain at the dif- 
pofal of parliament. 

After this firft operation in reducing the intereft, 
the bank complied with a reduction to 5 per cent. 
of what was due to them ; and they began to circu- 
late e^ichequer bills at a more moderate intereft than 
, formerly. 

Public credit was now daily gaining ground. In 
1719, the South Sea company, the capital of which 
was then fwelled to eleven millions at 5 -per cent. 
with a fum of 9397^ fterling for the expence of 
management, enlarged their views ; and finding 
large profits to arife from fo great a fund under one 
adminiftration, formed a projeft of acquiring a 
farther fum of the public debts, which remained 
joutftanding upon the original funds appropriated - 
for them. 

For this purpofe they propofed to government to 
acquire, firft. The property of above 1 6 millions 
• of redeemable debts, bearing then 4 and 5 per cent, 
intereft j and to reduce the whole to 4 per cera. at 
■midfummer 1727. Secondly, To acquire the pro- 
perty of 794 000/. of annuities upon lives, and for 
long terms, as they (hould agree with the proprie- 
tors, at 5 per cent, tipon the purchafe-money, until 
1727 J and at 4 per cent, afterwards, ^nnuiiie* 
were theu valued at fourteen and twenty years pur- 
chafe. 
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chafe, according to their length : they rofe, how* i c h a p. 
ever, during the operations of the South Sea, to 25 ■■.^^l^fc> 
and 30 years purchafe. .Thirdly, They were to have 
a fum added to their former allowance for the charge 
of management, in proportion to this augmentation 
of their ftock. Fourthly, That for the advantage 
Achich might follow upon this agreement with go- 
vemrnent, the company was to pay into the exche- 
qucF above feven millions fterUng, toward difcharg- 
ing other national debts outftandtng. And in the 
lafl: place, they engaged to circulate a confiderable 
fum of exchequer bills, and to pay the intereft of' 
2 pence per cent, per diem^ which ihould grow upon 
them during feven years •. 

Front 

* After th« long and particular account I have giv^ of the 
Miflilippi, I thall not enter into a Uke detail cancerniog a fchemel 
which proceeded upon the very fame pdnciplei ; to wit, the ar' 
tificially laifing the value of a ftock, by promifing dividendij 
out of funda which were nowife proportioned to them. 

I Ihall therefore, in a very few words, firft compare fomc of 
the operations of the South Sea fcbemewith thofe of thel 
MiiGGppi ; and in doing it, point out the principal difference! 
between them. 

The great profits upon the Miffifipp! were expefled from the 
interell paid by government For the great loan, from the farm* 
of the revenue, and from the proHts upon their trade< 

Thofe of the South Sea were, at fetiing out, Grft, The pro- 
fits upon their trade : fecondly. The allowance made them; by 
gOTernment for the expence of management 1 thirdly, The dif* 
fcrcnce of receiving 5 per cent, for the money they laid out in 
purchafing the public debts, when money was at 4 fir tent, a* 
it vm when the fcheme was fet 011 foot : and fetirthly, Th« 
furplus money fubfcrlbed into the ftock above par, in conle' 
quence of the artifices ufed to cnhaoce the value of it. 

The feven millions they were to pay to the ftate, fcendngly 

for no value received, were a Ibrt of campenfstion ioi receiving 

Ea tkc 
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HOOK . From the operations we have' been defcribing,' 
>— ».<w^i we perceive, that the point of viev in England, 

from 

iiteSper cent, for 7 years, at 3 time when money was w«rth no 
more than 4 per cent. 

Thefe advantages raifed, at firft, the value of the origiaal 
ftock of eleven millions. The confequcnce was, that the pro- 
pi<ietors of the 16 millions of the redeemable debts, which were 
to be bought in, when theji came to fubfcribe their capitals 
into ,tbe new ftock, tranfafted them at a proportional di(conat ; 
which difcount, being good- againit the government in favour of 
the company, ferved to difcharge proportionally the feven mil- 
lions the company was to pay. This gave an additional vahie 
to the ftock ! and fo it role, greatly indeed abore thia pmpor. 
tion. Then the Company promifed a dividend of lojjrcm'.-fbr 
one half year, upon their capital, at midfummer 1720; thia di- 
vidend was to be paid in llock, which wai conJlantly riling in its 
' value ; but no infoimation waa ever given to the public concem- 

, ing the funds whkh were to produce this dividend ; fo every 
one concluded that there were hidden treafures in the hands of 
the company which enabled it to piomjfe fuch large dividends. 
Accordingly, 'ftock rofe from 300 per cent, to 37I } then to 
400, and at lall to looo pfr cent. ; and in proportion as it roCe, 
the weakh of the former fubfcribers augmented from the furplua 
above par, paid by the latter, md thofe who fubfcribed laft, 
bore all the iofs upon the blowing up of the fcheme. 

But one greet difference bttween the South Sea and Mifli- 
fippi, was this : That in France there was abnodance of monejr 
in the hands of the public, fbr purchafing the actions, at the 
exorbitajit price to which t^ey rofe ; but in England there was 
sot 1 confequently, in France, the rate of intereft fell to z per 
^eah and in England, the gtear demand for money to boirow, - 
laifed it beyond all bounds. 

Tbo{e who fubfcribed in money, paid dovm no more than 1 o 
ftr tem. at Jjibfcribing f but became bound to pay up the re 
taaiatiti'. But when the ftock tumbled, people were better 
pleafed to lofe the 10 pir eaii, they had paid, than to pay up 
' the rcnaining 90 ftr ant. according to the terma at fnbfcribiog. 
Thofe iadeed w^o bihlci^ied tbcir former capitals at a vaft dif- 
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from the peace of Utrecht, has always betn, to le- 
duce the iatereft of die national debt ; but ncirer to 

leave 



count, did not labour under the fame ir 
money ; but this difcount became aa real a \ok to tifem, as the 
oalh fobfcribed became a lofs to the money fubfcribers, the mo- 
ment thai thofe who were in the fecrrt, and who, by the mod 
infamous chain of artificei, had blown up the public frensy, be- 
gan to realize and fell out, and that the whole was difcovered 
tobeacheat. So that upon the whole, the Engliftifchemehad 
intrinfically a much worfe foundation than the French. Th« 
firft blew up from an abfolute neceffity, and for want of any 
bottom at all ; the laft from mifconduft, and rather from folly 
than Lnavery. I return to an account of the fcheme. 

The original capital of the South Sea company, w«i 
II 750000/, The raietniailr dehti which the proprietors of 
this capital afterwards propofed to purchafe, amounted to 
16750000/.; and the value of iiie irreJtemai/i, or what were 
called the o^/ute ^«nn/, was computed at 15058 00c/. together 
3 1 S08 oool. fterling. 

The prcq)rietora of this original capital of 1 1 750 oool. con- 
fulted their own advantage only, in purehafing in this large fun 
of debts, which were to be convened into additional ftocV; and 
therefore founded very high the great advantages of fucb a tranf- 
fennation of them j firlt. From the profits of the trade, which 
they were to enjoy exclufively. And, fecondly. From the great 
addition to their wealth, from the conflant rifing in the price of 
their ftock. They carded their views to nothing lefs than obtain* 
ing a majority in the houfe of commons, by the weight of their 
wealth) andof becoming theabfolute rulersof the nation. ' 

The public being from the bcgrnnmg intoxicated with fuch 
ideas, fubfctiptions for ftock were opened at 200 per cent, above 
par J andfomeof the proprietors of the 31 808 000/. fubfcribed 
at firft their capitals at a proportional difcount; that is, they 
made over a debt of 100/. for 33^ in South Sqaftoclc; andfub- 
ceffiveiy the fubfcrtption rofe to looo per kkI. Thefe immenfe 
profits being incorporated into the gains of the general flock, 
were proportionally fhared by the fubfcnbers themfelves, who 
became proprietors ; and the higher the flock rofe, the more 
E 3 theft 
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leave in the hands of the creditors, any part of the 
' &vings made» in order to diminifii the capital. 
Thefe favings have conftantly been thrown into a 
linking fand/tippofecito be intended for extinguishing 
the capital : and were it employed for this purpofe 
for a few years only, and not diverted to other ufes, 
I am perfuaded the confequence would be, to reduce 
the intereft of money in England lower than ever 

thefe gaJDB augmented. This influeoced' the infatuation ; and 
the dividends augmentiag in proportion to the price of fubfcrip- 
tion, there appeared no end of the rifing of the {lock. 

The firft dividend offered, as has been faid, was \oper cent. 
half-yearly in ftock ; this was afterwards converted into no lefs 
than 30 per cent, in money, for that half year ; and when Itock 
rofe to 1000, a dividend of no Icfs than SOfer cent, per annum, 
in money, was promifed for twelve years to come. 

Had ftock rifen to 3coo per cent, the dividend could have Us ' 
eafily been carried to 1 00 per cent, per annum, as it had been 1050 
percent, when at^iooo. 

But whence was this dividend to be paid \ The company and 
the diredon took good care Dover to give to the public any 
light aa to this particular. 

To prevent, therefore, fuch abufes in the rifing of the South 
Sea, it ought to have been provided by parliament, that in 
taking in fubfcriptions, and offering dividends, the direAora 
Ihould, on the one hand, have informed the public, firlt. Of 
the money owing to them by government, fecondly. Of the 
money gained by the fuhfcriptions above par. And thirdly. Of 
the pro6ts upon their trade. And, on the other hand, of the , 
debts due by them ; and of the nett balance upon their books, 
in their favour. 

This would have been Uxt deding. Butto pretend the necef- 
iity of fecrecy, in a point where a nation is intierefted, was in it> 
felf a mere pretest i and had it been otherwife, it might have 
been &nfweredi that a company which is obliged to have recour^ 
to fnch fecrcts, ought to be prevented from dealing with thofc 
. who were to remain ignorant oftient, however deeply interefted. 
\ perhaps 
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perhaps it has beai feen in any nation. That intereft chap. 
may be reduced, by making money regorge in the ^.^^.1^.; 
hands of the lenders, is, I think, an uncontroverted 
principle : that by regorging in France, anno 1 720, 
it reduced intereft to 2 per cent, is a feft indifputaWe. 
I fliall not pretend to lay pofidvely, that the total 
appropriation of the linking fund, and an augmen- 
^tion upon annual grants, to make up the void, 
would in Great Britain work this effeft in "a few 
years; but I think it is very probable that jt: would: 
and if the domefUc creditors, in any ftat6, «here 
delrts, due to^rangers, are fwelled tafuch a hdght 
as to exceed the whole profits made -upon trade, 
fliali by their influence, and from a motive of pre- 
fent advantage, obftruft a fcheme of this nature ; 
(he confequence will prove, in the firft place, to 
difcourage, and then totally to exiinguilh commerce, 
and in a little time to occafion an imavoidable bank- 
ruptcy ; as fliall be farther expl^ned in a fucceeding 
chapter. I return to the South Sea company. 

ITie propofal of the South Sea company, men- 
tioned above, was accepted of, and ratified by aft 
of parliament, 6Geo.L chap. 4th. But the difafter 
which befet credit, in confequence of the ambidous 
views of thofe who were in the admintftration of that 
company, prevented the nauon from reaping all 
the advantages which might have proceeded from it. 

The reign of K. George I. though little difturbed 
by foreign wars, produced not the fmallefl dimina. 
don upon the capital of the public debts ; and thofe 
which fubfifted at the peace of Utrecht, flood, at 
his death, at 50 354 953/. The fame taxes fubfifted ; 
and every one almoft was by this time tnade peipe* 
£ 4 tual, 
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BOOK toU, except indeed the land tax and malt dtitjt 
'.jir,-r*-- which to this day continue to be annual grants. 

But alas ! this apparent revenue, ariflng frotU a 
faoltitude of taxes, was c^ no uie towards defraying 
the fnullefi extraordinary expencc of gpvertaaeat. 
Every article ot it was engaged for debts ; and the 
it^)erations for reducing the intereft were calculated 
only to produce a fund for difcharging the capital. 
The civil lift, indeed; that is to fay, the csrpenca 
of civil govemincnt,' excluGye of array, navy, ord- 
Bauce, and incidental articles, was paid from the 
permanent taxes, and confidered as a charge upoli 
them. But were not armies and navies then become 
as regular an expence upon every ftate in Europe 
as judges and ambalKuiors? Undoubtedly they were. . 
Yet after the peace of Utrecht, in laying dowa the 
plan which has conftantly been followed ever fince, 
for defrayirig the regular expence of Britifti govern.^ , 
ment, thefe two great and unavoidable expences 
were confidered as contuigent only, and provided 
for by annual grants ; and becaufe armies, in time 
of peace, in former reigns, had proved dangerous 
to liberty from the abufe of power, they were ftUl 
confidered in the fame light, at a time when.liberty 
;uul trade were continually threatened from their 
armed enemies and rivals ^road. 

When the continuance pf peace, in the reign of 
■ George the Firft, |iad produced the effed of redu- 
cing intereft, on many occaBons, to ^ per ceta. the 
finking fund began to gather ftrength. llie land 
tax/ fit^m the year 1732, had not exceeded two 
&Ulii^ in the pound ^ and the extraordinary exr 
pace of government, according to the atmual 
grants 
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grants of the 13 years of his reign, did not exce«l chap. 
34 800 000/. or 2 670 000/. a year, ■_,-_'-,_r 

Public tranquillity was very little difturbed duiing 
the firft twelve years of the fucceeding reign ; and 
all the extraordinary expence did not much exceed 
three millions per annum : yet this expence, fmatl 
as it was, compared with what it has been fmce, 
was almoft every year made out, by taking one 
million at leafl from the finking fund ; and in the ' 
years of the leaftexpence, fuchas 1731 and 1734, 
the land tax was reduced to one OiUling in the * 

pound, at the expence of taking two millions xad 
•■ a half from the (luking fimd. 

Thele flepsof adminiftration I neither cenfure, or 
approve of. I mud fuppofe every flatefman to have 
good reafons for doing what he does, unlefs 1 can 
> difcover that his motives are bad. May not the 
landed intereft, who compofed the parliament, have 
infiAed upou fuch a diminution of their load ? May 
not the proprietors of the public debts have infilled 
on their fide, that no money out of the finking fund 
&ould be thrown into their hands, while the bank 
was making loans upon the land and malt duties at 
2 per cent. ? Might not the people have been avcrfe ~ 
to an augmentation of taxes ? When three fuch 
coBfiderable interefls concur in a fcheme, which in 
its ultimate, though diftant confequences, mull end 
in the not^e prejudice of perpetuating the debts, 
although opportunities offer to diminilh them, what 
" can government do ? They muft fubmit ; and, which 
is worfe, they cannot well avow their reafons. 

' Such combinations mull occur, and frequently 
^, in every flate loaded with debts, where the 

body 
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K o o K body of the people, the landlords and the creditors, 
\„^.J^^ find an advantage in thfi non-payment of them. It 
is for this reafon ihat I imagine, the beft way to ob- 
viate the bad confequences of fo ftrong an Influence 
in parliament, would be, to appropriate the amount ■ 
of all linking funds in fuch a manner, as to put it 
out of a nation's power to mifapply them, and by 
this to force them either to retrench their extraor- 
dinary expences, or to impofe taxes for defraying 
them. 

The fecond period of George lid's reign, was 
from the breaking out of the Spanifli war in 1739, 
to the peace of Aix-la-Chapelle in 1748. During, 
thefe ten years, (1748 being included,) the extraor- 
dinary expence was, upon an average, very near 
feven millions; and at the end of the year 1738, the 
public debts amounted to 46 661 767/. bearing 
I g6z 053/. intereft. 

The firft expedient for borrowing money during 
this war, was to continue the duty on fall for feven 
, years ; and to mortgage it at once for i 200 000/. ac- 
cording to the old plan. To this was added, the 
expedient of lotteries, and loans upon indetermi- 
nate annuities, according to the current value of 
money. 

An additional excife upon fpirituous liquors, 
brought in wherewithal to compenfate thefe addi- 
tional fums of interefl: ; and the Ealt India com- 
, pany, for lending one million at 3 per cent, upon 
this occafion, had their charter continued from 
1 766 to 1 780. This operation I alfo confider as 
an anticipation ; and as it was to commence at the 
diftance of 23 years from the time of the grant, 
could 
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could not fail of being very btirdenfome to the na- 
tion, however convenient it might be at that par- s 
ticular time. 
Were the India company now, 1766, topurchafe 
the renewal of their charter for 14 years, what a 
lum might be expend from it ! Yet the value given 
for the grant they then obtained did not exceed 
30 000/. becaufe the other annuities of 3 per cent. 
were fold at that time for 97A or, in the language 
of the funds, at 3/. pretnium for every 100/. fub- 
fcribed ; and this fo early in the war as 1 74.3. ' ' 
Thepraftice of borrowing upon premiums had 
'taken place in Queen Aane's reign, and has of late 
years been' very common. The credit of Great 
Britain is To firmly ellabli{hed, that in whatever 
way government inclines to borrow, the moneyed 
men are willing to lend, provided the loan be made 
according to the rate of mtereft at the time. 

To avoid therefore the eftablifhmeot of funds at 
different rates of intereft, in proportion to the fluc- 
tuations of money, the bargain is made at one de- 
terminate rate. Suppofe, for an example, 3 per 
cent. Then, according as money is found to rife 
above this rate in the market, a premium is paid 
out of the money fubfcribed ; as in this cafe 3/. was 
paid out of the 1 00/. fubfcribed ; that is, the fub- 
fcriber retained it, and obtained his 3/. annuity, for 
the payment of 97/. fo this remained a 3 per cent. 
loan, inftead of being, as it really was, at 3^ per 
cent, and was fold and transferred ae every other 3 
per cent, without occafioning any perplexity. 
As the war continued, intereft rofe, from the 
' demand 
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BOOK demand for money, when the fupplies became de- 
^.-v^ fkient. 

The year following, viZi 1744, this manifefted it- 
felf, by the conditions offered by government, which 
were : That, of two millions to be borrowed at 3 
per cent, as before, upon the whole fum, 1 500 000/. 
ihould be formed into perpetual annuities, and 
the remaining 500 000 /. into a lottery, confilltng . 
of 50,000 tickets, to be fold at 10/. each. Tl« 
eriginal fubfcribers to this loan fubfcribed therefore 
10^ for the ticket, and 30/. for the. annuity, in all 
40/.; for which they were to receive ^ per- cent. - 
But the pa-emium confifted in this ; that every fub- 
-^ fcriber for 10 tickets, that is, 400/. of the total fund, 
had an annuity for Ufe given to him of 4/. i oj. 

This made five thoufand annuities on lives, of 
4/. i<is. each, or 23 500/. a year to be added to 
the intereft of 3 per cent, on the two millions, that 
b, to 60 000/. a year of pe^tual annuities. So 
that the whole loan of two millions this year coft 
government 8a 500/. of intereft, or 4i per cent. ; 
22 500/. of which was to extingCiilh with the lives 
of the fubfcribers. 

Now, if we fuppofe thefe life-annuities worth so 
years purchafe*, this was the iame thing as if g6- 

* I'hh may feem a high valuation, and is, in !a.St, far beyond 
what anv of thofc annuities fold for : but as the intereft of money 
cannot be eftimated, fiar a eonftanCy, at more than 3 per cent. 
and that probably the beft lives were chofen, the value to g»- 
vemment of fuch annuities may veil be eftimated at 20 year* pur- 
chafe. By Tie Moivre's tablet, annuities for the moll favouable 
agos, intereil being at 3 per cent, are valued at 19.87 years pur- 
chafe i and his valuations are generally allowed not \o be too high. 

a vemment 
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vemmait bad given a deduftion of 90/. out of the c h a ». 
400/. fubfcribedj confequently the remaindo-, ■_./-m- 
which was 310/. produced 12/. This makes the 
rate of intereft upoa the loan to have been 3.87 . 
p€r cent. And as governtnent inclined that the loan 
&ould be made in this vray, the lenders were witlitig 
that it fliould be fo ; and the difference between 
3.87 per ceitt. (tiie then rate of money) and 4I in- 
tereft, which was |taid by government, was a (ink- 
ing fund, as it were, for the gradual extinftion of 
the coital .of the lottery for 500,000/. during the 
Ures of the annuitants. 

In 1746, perpetual or indeterminate annmtia 
were conftituted zt 4j>er cent, and the premium up- 
on the ten lottery tickets was raifed to 9/. life-annuity. 

It would be unneceffary to trace the various me- 
thods of contriving the premiums given in tl>e fuc- 
ceeding years of this war. The principle upon 
which they were regulated was always to proportion 
them to the rate of intereft at the time ; and the mo- 
tive was, I.fuppofe, that by this method of borrow- 
ing, a part at leafl of the debt would become extin- 
guifiied with the lives of the fubfcribers. There 
might perhaps be another, to wit, that by fwelUng 
the capital, for value not received, there was an ap- 
pearance of borrowing at a lower rate of intereft than 
what in reality wa« the cafe. Thus in 1747, when 
6 300 oGo/. were borrowed ; inflead of giving not 
^uite 4i per cent. ,ibr this fum, they gave 4 per cent. 
upon 6930000/. which capital, although money 
Aiould. return '.o 3 per cent, was ftill to ftand at its 
full value ; whereas, had 6 300 000/. been borrowed 
at 4 J per cent, there would have been a faving of 
600 000/. 
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• ooK^ ffooooo/. upon the capital ; and at the peace, the 
s,w-v^ intereft of 4f per cent, would equally have come dowa 
to 3 per cent, with the other funds. . 

During this firft war of George the Second, the 
land tax was condantly at 4/. in the pound ; and 
new branches of cufloms, excife, or other inland 
duties, were created in proportion to the fwelling of 
the national debts, which, on the 31ft of December 
' 1748, amounted to 78 293 313/. fterling. bearing 
3 005 325/. intereft \ and the fmking fund, or fur- 
plus of all permanent taxes then impofed, after pay- 
ing the civil lift, and the intereft upon this capital, 
amounted to i 060 948/. fterling. During this war, 
the debts were increafed above what they were at the 
end of 1738, by 31 631 546/. fterling capital, and 
by I 043 272/. of intereft or annuities. 

"The war was no fooner over, and the national 
expence diminifhed, than money began to regorge 
in the hands of the raonied intereft : an iafalhljle 
confequence of fuch a violent revolution, when ex- 
traneous circumftances, fuch as occurred after the 
peace 1763, do not prevent it. 

To profit of this conjunSure, govemmoit, early 
in 1749, propofed that all the public creditors- upon 
capitals bearing 4 per cent, intereft, redeemable by 
parliament, and aifiountiDg to upwards of 57 mil- - 
lions, who ftiould accept of 3 per cent, from Decem- 
ber 1757, fliould have their debts made irredeeniable 
until that time } and in the interval Ihould continue 
to have 4 per cent, till December 1750 ; and ■^kper 
cent, from thence, until the total reduftion to 3 per 
cent, in December 1757. 

This bold undertaking had the defired efte£t.. 
Many 



^..Goot^lc 



OF POLITICAL CECONOMY. <S 

Many obftacles were thrown in the way ; but the CHAP. 
regorging capitals in the hands of many, made every ^^^.>^^ 
one fear the reimburfement for himfelf ; and the 
credit of France was then fo low, that very few chofe 
its funds as an outlet for their fuperfluous money. 

But an outlet, unfortunately, was not wanting at 
t.he end of the laft war in 1 763, as we fhall fliew in 
its proper place." 

Here then is a notable inllance of the eSe^ of 
regorging money. A fmall fum, when compared 
with a nation's debt, operates upon the whole capi- 
tal ; as a fmall balance Upon trade afie£ts the whole 
mafs of reciprocal payments. 

The reimburfement of 57 milUons offered by go- 
vernment, in 1749, was, to the convidion of all the 
'world, an impracticable fcheme ; but the flockhold- 
ers feeing a large fum ready to be fubfcribed, at the 
intereft offered, and feeling the effefts which that 
regorging money mud, in all events, have produced j 
willingly, and wifely perhaps, confented to the offer 
made them. Had they refufed, and had the fcheme 
propofed become abortive thereby, perhaps the na- 
tion, from the difappointment, might have been fo 
&r animated againfl the creditors, as to have- con- 
fented to be at the expence of defraying the fervice 
of the following years, without encroaching upon 
the finking fund. What effed this would have pro- 
duced upon the rate of intereft, in that conjunfture, 
no man can tell, nor will the real confequencc of 
fuch a meafure be ever known, until the happy trial 
be made. That it would have brought intereft be- 
low ^per cent, in December 1757, is, l think, evi- 
dent : for aa matters flood, bad the creditors of 57 
millions 
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»OOR . nuUiont been able to bold out, I muft do them the 

«■— v ^— ■ juftice to believe, they would not have accepted the 
propoTal made to them ; and an addition of all the 
finking fund thrown among them annually, at a 
' time dicy could not difpofe of what they had, upon 
better terms than thofe ofiered to them, would un- 
doubtedly then, as 9t all times, operate a very great 
national relief, in bringmg down the uitereft of 
money. 

During the tranquillity which continued from the 
peace of Aix-Ia-Chapelle, in 1748, to the com- 
mencement of hoftilities in 1755, the money ex- 
pended for extraordinary fervices amounted on an 
,, average to above four millions per annum. The ex- 

pence of government was then increafed, by fupport- 
Ing the colonies, and by feveral great and uncommon 
outgoings at home, for purpofes mentioned in the 
fupplies of thofe years. 

A little before the breaking out of the laft war, 
that is to fay, on the 5th of January 1 755, the na- 
tional funded debt was reduced to 72 2S9 674/. upon 
which was paid an annuity of 2 654 500/. and the 
finking fund amounted to 1 308 814/*. Attheend 
of 1763-, the year of the peace, the funded debt 
■mounted to 130586789/. ioj. befides above 9 
millions not provided for. So that at the end of 
laft war the national debt exceeded 140 millions ; 
befides the value of the annuities granted in 1757, 
1761, and 1762. Hence it appears, that the 

* To tliH Funded debt muft be added the unfunded debt,, 
wfaieh I da not know exiAljr } and tiie vnlue of the aantuticft 
Ipanted in 17451 ud iy^6. 

war 
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*ar occafioned an augmentation of upwards of chap. 
58 297 ii6/. upon the funded national debtj be- ■_,-,^ ._f 
fides the difference between the unfunded debts at 
the beginning and end of the war; and alfo the 
value of thofe annuities*. 

I ihall, before I conclude this chapter, prefenta 
Ihort fcheme of the ftateof the nation at that time: but 
firft let us .take a view of the methpds ufed to borrow 
fo large a fum in the ihort period of eight years. 

Until 1757, money was borrowed by government, 
at very little more than 3 per cent, but then a loaii 
of 5 millions being neceflary, government confented 
to create annuities of 4J per cent, irredeemabli: for 
24 years. By this expedient the monied people 
eluded the operation of reducing the intereft of this 
fund, upcHi the return of peace. How far this ex- 
{)edient was to be preferred to the former, of increa- 
iing the capital beyond the money paid ; or whether 
it would not have been ftill better to have paid for 
the money wanted, accor^ding to the current rate of 
iiuereft in the market at the time, wailing until a. 
peace might afford a favourable opportunity of re- 
ducing it, I fhall not take upon me to determine f. 

I have obferved how ra(h it is for any one to cen- 
fure afls of ajlminiftration, when the motives of a 
ftatefman's condud are unknown. This, however, 
I have fometimes ventured to do, in fpeaking of 

• The annuities of 1757, are eftimated, by the authortof 
the Con fide rations on Trade and the Finances, at 472 ;oo/. or 
at 14 years' purchafe ; and the annuities of 1761, 17621 at 
6 8z6 875/. or at 17^ years' purchafe. But this valuation feema 
too low, for the reafons given in the note, p. 60. 
■\ This queftion'has been determined in the affirmative, in a 
pamphlet afcribed to Mr, G. Grenville, entitled, The prefent 
Stateof the Nation «n. I768:pagc isin the note. 

Vol. IV. F things 
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things which happened many years ago ; but we 
1 ought to be more cautious as we come nearer to 
our own times, becaufe not having, as in the cafb 
before us, a courfe of experience to point out the 
errors, we muft entirely rely upon our own fagacity, 
and reafon from analogy only. 

During the laft war,> as in that preceding it, taxes 
were increafed in proportion to the intereft of the 
money borrowed ; and new impositions were now 
laid on the articles of great confumption, which 
produced abundantly. The new malt-duty of 3*/. 
per bufliel, and the new beer-duty of 3*. per barrel, 
bring in net into the exchequer near 820000/. ^^r 
annumi and difcharge the intereR of above 27 mil- 
lions fterling, at 3 per cent. Sucji a fum raifed at 
the end of a war fo very expenfive, and at the very 
time -when the credit of France was totally fallen, 
muft have operated in the ftrongeft manner, and 
did in faft operate more, perhaps, than any other 
confideration, to put an end to that war, the moil 
glorious that Europe has beheld fince the begin- 
ning of this century, or perhaps in any age what- 
ever: advantageous to Great Britain, notwithftand- 
ing all the expence,,provided that the confequences 
happen to correfpond to what may be reafonably 
expefted. 

I fliall now fet before my reader a fiiort ftftte of 
the taxes, debts, and public funds of Great Britain, 
■ at this bright period of her hillory. 

From the beJl authority I have been able to pro- 
cure, the revenue of the ftate, confidered under the 
three general branches of cuftoms, excife, and other 
.inland duties, which comprehend the whole perma- 
nent income of this kingdom, was then as follows : 
■ CuAonifi 
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Cuftoms net into the exchequer, 

about - - - - ;C- 2 °oo bob 
Exdfe in all its permanent branches 

net, about ... 4 600 000 

•Other inland duties net - - i obo 000 
Land tax at 4s. in the pound - 2 ooo 000- 
Anhiial malt tax net ■ - 613000 

In all - .. - 

Let us next ftate the annual charges 
and appropriations fettled upon 
this fund. 

Firft then the civil lift, to 
the amount of - - ^oq 000 

Secondly, The intereft of 
about 131 millioiis of funded 
debts at diiFerent rates of 
intereft, about - - 4 S<2o ooo 

Thirdly, the intereft of 
nine millions not then pro- 
vided for, fuppofed to be a£ 
4 per cent. - • 360 006 



In all of regular and permanent an- 
nual charge - - . . 5 660 000 

, So there remains free, about -' 4 553 000 
From which if we deduft the annual 
grants of land and malt-taxes, which 
extend together, as above, to - 0613 000 

There will remain as the produce oi 
.- the finking fund • - - • i 940 000 

In 

* I find that the linking fund is now Eflimated at 3 100 coo/. 
bj the author sFthe Confidentions CD ti-^, &c. above cited, I 
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In this ftate, nearly, ftood the affairs of Great 
Britain after the conclufion of the peace in 1763. • 

It now only remains to offer fome cbnjeftures 
why, after the conclufion of this peace, as after the 
' peace of Aix-la-chapelle, money was not found to 
regorge, fo as to fumifli an opportunity of reducing 
the rate of intereft-upon all redeemable debts, and 
by that to rmfe the amount of the finking fund, and 
more firmly to eftablifh the national credit., 

After the fall of the credit of France toward the 
end of 1759, Great Britain had the command of 
all the money to be lent in Europe ; and accordingly 
amazing fums were borrowed in 1760, (761, and 
1762. Of the fums borrowed, a great part, no 
doubt, was the property of ftrangers ; but they, 
not being fo well acquainted with the affairs of this 
nation as the Englifti themfelves, inftead of fubfcrib- 
ing to the loans, lent the money to our own country 
people, who, in hopes of a great rife upon the re- 
turn of peace, filled the fubfcriptions with this bor- 
rowed money. 

The confequence was, that no fooner did the 
fiinds begin to rife after the peace, than many ere- 
ditors demanded their money of thofe who had in- 



am alfo informed that tlie net produce of the cuftoma exceed* 
3 200 oco,'. conGdcraWy ; but 4 600000/. ia rather the groff 
than the net produce of the permanent duties of excife ; that U, 
■of all the excife duties, excepting the annual malt^duty. It 
muft alfo bcobfervedt ttiat the aonuities payable to the na- 
tional creditors anioimted, the ;th January 1764, to more than 
4.72000c/. But on the other hand, the intereft of tlie un- 
funded 9 millions is rated too high, as appears from the author 
above quoted. I cannot pretend to give cxaft details. The 
general ilcetcU here ftated is fufficient foi' my purpofe. 

velleJ 
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veiled it in the public funds. This obliged the latter chap. 
to bring their ftock to market, and this again had _— ,^~.^ 
naturally the effe£t of keeping the funds .very low. 
Some, more prudent than the reft, had borrowed 
upon a long term of repayment ; which, had the ef- 
fe€t of putting off ftill longer the fettlement of the 
funds in the hands of the real proprietors, and of tak- 
ing them out of thofe who only held them nominally. 

Befides this accidental caufe of the low price of 
the funds, other circuraftances, no doubt,* greatly 
OQiitributed to produce the fame effeft. 

How great foever the balance of trade, that is, 
of exportations above importations, may have been , 
of late in favour of England, ftill the mighty fums 
drawn out by the foreign creditors have certainly, 
upon the whole, prevented much money from com- 
ing home on the general or grand balance of pay- 
ments. While this continues to be the cafe, it is 
impoflible that much money ftiould regorge at home 
in the hands of the natives, and until this fliall hap- 
pen, there can be no hope of feeing the 3 per cents. 
rife above par. But then the rife, fmall as it is, 
fince the peace, may encourage us to hope that this 
favourable change is not far off: for had the profits 
of our trade been quite unable to balance the lofs 
upon our foreign debts, the funds would undoubt- 
edly ftill continue to iall, which is demonftrably not 
the cafe from the circumftances of the loan in April 
1 766, obtained by government, with the affiftance 
of a l9ttery indeed, at 3 per cent.' 

. Here 

* The loan of i-]66, was i 500 cool, at 3 per cent. Every 

fubfcribcr for jog/, had an annuity oi %fir ctM. on 60/ and 4 

F'3 iolterj- 
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Here then was an outlet provided for more mon^ 

than alt that CQuld regorge at home, yiz* the pay- 

> ment 



lottery tickets, valued to them by goyemment at lol. ejch, in 
all I oo/. The prizes and blanks in tl^e lottery amount to 600 000/. 
and bear ^percent, paid by government. ' The annuities amount 
to 900 000/. and bear alfo 3 per cent. The number of tickets 
are 60 coo. Hence at 10/. each, they amount to tioo oool. 

The advantage govemment reaps by this way of borrowing, 
is, that the delire of gaming, ralfes the lottery tickets above 
their value, when thrown into the hands of the public ; and this 
advanced value being a profit to thofe who receive them in part 
of their fubfcription, this profit they fhare with govemment. 
Example, In' April 176$, when govemment borrowed 
I 500 000/. at 3 per cenl. the 3 per centt. were at 89 ; fon(e- 
quently, the difference between 89 and 100, which is 11/. mult . 
have been fuppofed to be the fum which the fubfcribera, from 
the propenfity of people to game, had a reafonable, or rather a 
certain expeflation of gaining upon the fale of 4 lottery tickets, 
that is, 2I. l^f. upon every one. " 

To know thtrefore the i^eal par of a bttery ticket, you muft 
proceed thus : it cofta the fubfcribera j.o!. for which they re- 
ceive from govemment $ per (eat. This lol.a% ^per «n//. ftood 
at 89, is worth at that rate no more than 8/. i8j. Add to this 
fum what the public muft pay for the liberty to play, which wc 
have fiated above at tl. 15^, and you have the exa£t par of s 
lottery ticket at ii/, 13/. 

Whatei-er they fell at above 1 1/. 13;. is profit to the fub- 
fcribers, whatever they fell below i.il, 13/, is a lofa to them. 

This profit though fmall in appearance, is greatly increaftd 
from another circumftance, vi^. 

That the fubfcribers may fell their fubfcripticins ^t a time when 
they have really advanced but a frnal! part of it. The firft pay- 
ment is commonly of 15 per cent, on their fubfcription : when 
they /ell, they make this profit upon the whole capital. Sup- 
pofe then 15 per cent, paid in : if the profit upon felling be no 
more than I per cent, upon thecapital, that i per cent, turns out 
no lefs than 6| per cent, upon the money they have advanced,' 
Thus a pcrfon who is polfeffed of 1500/. only, may fubfcribe for ^ 
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ment of thofe foreign creditors, to whom the (lock- 
holders were indebted. Befides this,- the fale by 
government, of fuch trafls of land in the new ac- 
quired iflands in the Weft Indies, provided another j 
money was even placed in the funds of France foon 
after the peace, until the adventurers were checked 
by the operations of the King's council, in reducing 
both capitals and intereft upon them, contrary to 
the original ftipulations with the creditors. A lucky 
circumftance for Great Britain, as it forces, in a 
manner, all the money of the continent into the 
EngUfli funds, which equally remain a debt upon 
the nation, whether high or low in the market. 



CHAP. VI. 

State of the public Credit in France^ their Debts, 
Funds f and Appropriations, at the Peace 1763. 

XTrE RE it as eafy to get information of the po- 
" ' litical.ftate of France as of Britain, one might 
attempt to give fuch a fketch of their affairs as we 

have 



10 000/. in this loan : he paya in his 1500/. and receives his fub- 
fcription; when he fcll«( he fells 10 000/. fubfcription, upon 
which he gain* i per cent,; i per cent, of lo oool. is loo/. fb (in 
one month fuppofe) he gains by ihis means 100/. for the ufe.of 
1500/. But as a counterbalance for this profit, he runs the rifle 
of the falling of the fubfcription, which involves him in a pro- 
portional lofg if he fell out ; or in the inconvenience of advancing 
more money than he had to employ in that way, in cafe he (hould 
prefer keeping his fubfcription for a longer time, in hopes of a 
rife in the public funds. By this mode of borrowing, govern. 
F 4 me« 
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have now done of the other ; but when we confider 
■ the lame accounts given by French authors who 
have made refearches of this Jdnd their particular 
ftudy, itwoiiId.be inconfiderate in a ftranger ever 
to undertake a talk fo difficult. 

In France, the finances are confidered as a poii- 
tlcal arcanum, of great confequence to the ftatetO 
conceal from vulgar eyes. It is not long ago, fince 
the farmers of the greateft part of the revenue ufed 
■ regularly to burn their books at the end of the year, 
m order to prevent the King's fervants from knowing 
the ftate of the mod effential part of his affairs. 
Cardinal de Fleuri abolilhed this cuftom, and obliged 
them to lay every thing open to his eyes. 

I fhail now endeavour to communicate, in as 
Ihort and diftinft a manner as I can, an idea of the 
prefent ftate of the French revenue ; of the taxes 
from which it proceeds ; of the manner they are 
adminjftered ; of the purpofes for which they are 
appropriated ; and of the ftate of the King's debts 
at the end of the laft war. 

From this view we ihall form a general notion of 
their public expences j of their public debts ; and 
of what is moft material, of the refources of that 
kingdom in time to come. 

For this purpofe, I fliall divide the whole revenue 



ment profits by the difpofiiion of the people to game. But this 
propeufity has its bounds, and at prefent it is found by experi- 
ence not to exceed 60 000 lottery tickets, or 600 000/. Were 
therefore, 9 fubfcription of 3 millions taken in upon the famj 
plan with the prefent of i ;ooooo/. the regorging number of 
tickets would fo glut the market, that the wiiole would fall be- 
\ow the par of their fuppofcd value. 

of 
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of France, that is, all that is raifed on the people, ' 
to whatever purpofe it may be applied, into five ^ 
branches ; and after having firft explained the na- 
ture of each, I Ihall give a general detail of them 
in their order. 

The firfl: branch is what is called the King's or- 
dinary revenue. This is compofed of about twelve 
articles of permanent taxes, fuppofed to be fafficient 
for defraying the whole expence of government, 
civil and military, in time of peace. 

The fecond is compofed of all the extraordinary 
impofitions which were laid upon the people, in 
confequence of debts contracted in the former war, 
ended in 1748. 

The third, what was impofed during the laft war, 
for the fervice of the ftate, and for paying off the 
debts then contraSed. 

The debts of France, contrafted in periods ante- 
rior to thofe two wars, are charged on the ordinary 
i;evenue, as we ftiall prefently fee. 

The fourth branch confifts of two articles. The 
firfl: comprehends certain perpetual taxes appropria- 
ted for certain itate expences, not charged upon th? 
ordinary revenue. The-fecond, what is computed 
to be the expence of levying all the taxes, and aUb 
the profit of the farmers : or in other word^, what 
the people pay more than the public receives from. 
the hands of the tax-gatherers. 

The fifth and laft branch, comprehends the taxes 
paid to the court of Rome, to the clergy, and tp 
the poor ; with other duties belonging to private 
perfons. Under one or other of thefe five branches, 
may be very properly arranged all the taxes paid 
by the French nation. 

i FIRSf 
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BOOK 

IV. 

FIRST CpNEflAL BRANCH. 

- The King's ordinary revenue, with the charges upon 
it for the year 1761. 

Articles of revenue, Fr. money. Sterling ditto. 

Livrei. I. i, d, 

I. Domun (the King's 

hnded ellate) - - 6 000 odo 366666 13 4 
J, Taille (the land-tax) 56 6co 000 2515555 tt ij 

3. Double capitation (the 

poll-tax) - - . yj 200 000 2364^44 8 io{ 

4. Ditto upon fuch as have 
civil employroenlB, pen- 

fion», &c. - - 6 700 CXM 297 777 ij 6\ 

5. 2 %. in the pound on all 

civil employments - 6 800 coo 302 222 4 5-} 

6. The mint, or coinage - 3 400 000 106 666 13 4 

7. Dectmet and capitation 

ofthe clergy" - - 12 400 000 551 iii 2 i| 
i t. Free gifts from the ftates 

of Burgundy, Provence, 
Xianguedoc, and Brittany loocoooo 444444 8 ic| 

9. Paulette, or annual tax 

' • upon hereditary offices - 2 60D 000 1 15 555 11 i { 

10. Tax on the Lutheran 

clergy of Alface , - aoo 000 8 885 17 gf 

11. Regale, or the fove- 
. reign's right on ecclefi* 

allied benefices . - j 400 oco 62 222 4 5^ 



Carryover 158 300 coo 7035555 n ij 

*The*»teof theKing't ordinary revenue for 1761 I h«ve here fet doim 
jtt'cording lo my inrormaliun 1 but il mull be obrert'ed, [bal Ihii ailicle cem. 
prebends the lal laid on ihe clergy for five years, commencing with 1761, 
The capiiation aUo, in anic!e IhJrd above, it lldUd ic doull* ilie aomuiu ef 
^ ia lime ur peace. 
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Fr. money. Sterling ditto. CRAp. 
, Livres. I. 4. d. VI- 

SrougtitoTcr T ij8 300000 7035555 11 ij *— •v-»V 

IS. Geaecal farmt r iii 500000 ,5 000 000 



Total ofthe ordinary revenue 270800000 12035555 " *\i 
Of ihij tnta) ibe general farm* ' 



And the u(b» 










branrtetto 










■ 158300000 70JS555 " 'i 










The fams were increafed 










anno 1762 by - - 


II 500000 


511 III 

IJ 54S 666 


2 

■3 


2| 


Total ordinary revenue atl 
. the ead of the war -J 


181 300 000 


4 


Articles of Expence. 










Houftold of the King and 










royal family 


9400000 


4>7 777 


15 


6t 


Ditto their perfonal ex- 










pence 


4600000 


204444 


8 


I<>1 


Kiog'g fiabln and ftud • 


2 500000 


III III 


? 


'i 




I 600000 


71 III. 


2 


2j 


Alms 


600000 


?6 666 


13 


4 


Pay of the palace guards, 










(forda delaforlej Sec. 


3 300 000 


I4«666 


■3 


4 


KiDg'» buildings - - 


6600000 


293 33 J 


6 


8 


Total expence of the court 


28 600 000 


1 271 III 


2 


2 


Pay of aU the houfhold 










troops 


8000000 


3SS 5SS 


II 


iS 


Pay of all the other troops 










of Fiance - - - 


48000000 
56000000 


a 133 33J 


6 


8 


Carry over 


2 488 888 


■7 


1* 




oney to Aerling, 


are comgiured v ihs laui 



of ^^^ Ihrei to ihi pound AeiMng. Heiice Z70 Soo 000 livici maki 
11355551. II). and ijd. Jleiling, or nearly i^d. as Haled, ibuugh Ibe a 
fDount of ihe paiiial fumi cliffett by id. 
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Fr, money 


Sterling ditt* 


IV. 


Livret, 


/. 


,. 


i. 


*"— '^^**' Brought over - 


56000 000 


2 488 888 


'7 


9i 


Fortifications 


6 000000 


266 666 


'3 


4 


Artillery for land fenrice - 


tf 600000 


293 333 


6 


S 


Military gratificationB, over 










and above the pay 


10000000 


444444 


8 


lOi 


, Pay of general officers com- 










manding inproviDces and 










fortreffiw 


2000000 


88 888 


17 


9i 


pay, &c. of the mare- 










chaufKe 


2 100000 


97 777 


>5 


6{ 


Espencc of prifoners of 










ftate . - 


I 200000 


53 333 


6 


8 


Ordinary expence of the 










navy - - . 


zj 000 000 


I III III 


3 


2* 


Total regular military ex- 1 
pence by land and fea J 


109 ooo 000 
9 000 000 


4844444 


8 


10 


Royal penfions 


4POOOO 


— 


— 


The appointments of the 










King's minifters - - 


310000 


'3 777 J 


5 


6\ 


Ditto of the firft prefidents 










of all the parliaments in 










France, expcnce of cri- 










minal profecutions, and 










fort other articles of that 










many . - - 


22000000 


977 777 


'i 


61 


Appointments of the venal 










employments, of the robe, 










treafurers.receiversjcomp- 










troUers, &c. 


10 000 000 


444 444 


8 


lOj 


Bridges, highways, dykes, 










6cc- - - - 


4000000 


177777 


'! 


6\ 


, For the royal academies - 


1 400000 


62 222 


4 


Si 


To the King's library, and 










archives of France 


I 800.000 


8oocp 


- 


— 



Carryover 48510000 i 895999 '9 f'i 
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Brought o»er - 

Extraordinary and cafual 

expence upon the two laft 

articles 

For lighting and cleaning 

the city of Paris 
AppointmeDts of the fecre- 
tary of the cabinet coun- 
cil forcourters, and other 

XMtto of miniften at foreign 



Total fum of thit branch • 52 950 



Fr. money. 


Steriing ditto. 


CHAP. 
VI. 


48510000 


I 895 999 19 Hi 




400 000 


17 777 IS 6f 




840000 


37 333 6 8 




1400000 


61 zit 4 si. 




1 800000 


80000 — — 




52 950 OOO 


2353333 6 8 





Interell at iiptr cent, upon 

990 000 COO livres, or ' 
44 000 oool. Ilerl. of the 
late King's debts confii- 
tuted after, the bank- 
ruptcy F720 - -24 750 000 I 100 000 

Intereft at a§, upon 94 nul- 
lipns due to the company 
of the Indies, upon their 
oldaccomptB 1720 - 23;°°°° I04 444 ^ io\ 

Farther allowed to the com- 
pany, for paying their di- 
vidends - - - 2 400 000 106 666 1^ 4 

Annuities on .lives confti- 

tuud during the laft war 16000000 711 iii 2 i\ 

Total intereft of debU - 45500000 2022222 4 5 



This article of 16 millions of annuities on lives is 
the only charge call upon the King's ordinary re- 
venue, in confequence of the laft war. 

Rectp:- 
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Fr. money. Sterling dittoi 

Recapitubtionoftheeipences. Lhrei. I. i. d; 

Expence of the court - 28 600 OOO 1371111 3 ^\ 
Fixed militiry ditto, by Tea 

and land ... 109 000 000 4 844 444 8 lo§ 

Juftice, penfions, &c. - 53 950 000 3 353 333 «£ 8 

latereft of debts - - 45500000 3022222 4 5^ 



Total expencc - - 336050000 19491 in 2 aj 
Total ordinary revenue at 

the end of the war - 282300000 1254666(5 13 4 



The firll deduced froml - 

.helatter.Rctaain«fT«j 4^ ^5° «» ^OlSSlS^ 



' Befidea the articles of expence here ftated, there 
are many others, to which no limit can be fet. Thd 
comptantt or the King's private orders for fecret fer- 
vice, and many different expenccs, form a great' 
article. Subfidies alfo to foreign courts : in fhort, 
much more, in all human probability, is fpent, than 
all the produce of this permanent revenue can "anf- 
Tver. So that from this no relief from debts can be 
expected, except fo &r as it may be augmented by 
the falling in of the annuities on lives. But public 
debts are to be paid only by funds appropriated for 
that purpofe : and were this revenue to be relieved 
of the whole 45 millions of intereft charged upon 
it, I have little doubt but the King's expence would 
augment in propprtion. 

I (hall delay making any obfervation upon the 
nature of the impofitions which produce this reve- 
nue, until we come to the fubjeA of taxes, to which 
it naturally b^ngs. 

Befides this (H-dinary revenue of the Kings of 
France, 
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France, which (if we except z6 600 000 livres, or 
% 182 222/. 4 J. sid. upon the cipitation, added 
on account of the war only for a time) may be con- 
sidered as their civil lift ; there are other branches 
of revenue, which are to be looked on as extraor- 
dinary fupplies, impofed for raifing money in time 
of war, and for paying off the debts contrafted, up- 
on the return of peace. Of this nature are dixiemes 
and vinpiemes ; taxes very contrary to the fpirit of 
the French nadon, and to which they never have 
fubmitted without the greateft reluflancei and only 
on very urgent occaflons. 

The credit of France fell very low towards the 
end of the former war, which began in 1 744, and 
ended in 1748. The parliament regiftredwith great 
unwillingnefs every edi£t impofing new burthens. 
The dixieme was a great augmentation of revenue, 
for the time it lafted ; but being an impotition which 
the Kings of France never have been able to m^e 
perpetual, it could not be pledged for fuch large 
fums as are required in time of war, and which no 
nation, however wealthy, can furniih annually, at 
they are demanded. 

To fapply» therefore, the want of a fund to be 
mortgaged, and confequently the want of public 
credit, th^ King's banker M. de Monmartel, with 
other men in bufmefs, joined their credit, and fup- 
plied the King's . extraordinary occafions. They 
opened a fort of bank anno 1745) where they re- 
ceived mane.^ 2.x. i per cent, per month, the principal 
payable on demand. This fund gained credit ; pay- 
ments being regularly made as foon as demanded. 

Upon fettling accounts after the peace, anflo 1748, 
(he 
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ttie King was found indebted to this bank for a vaft 
fum of money. In order to pay it, lotteries were 
fet on foot. The tickets were given to the bankers, 
and they by the fale of them withdrew their owii' 
paper, which was circulating with very good credit 
on the exchange of Paris. In order to furnifti a 
fund for this lottery, the King had interefl: with the 
parliament to get a twentieth penny, or one fliilling 
in the pound, eftablifhed upon all the revenues of 
private people in France, except the clergy,, and 
fome hofpitals. The fame was charged upon the 
indufiry of all corporations of trades and merchants ; 
and to thefe was added a capitation upon the 
Jews. 

This was thrown into what they call the caijfe 
d^amortijfement, or finking fund ; and appropriated 
for paying off the lotteries, and fome of the antient 
debts which were to be drawn, for this purpofe, by 
lot ; and for other extraordinary expences incurred 
in confequence of the war. This tax was to fublilt, 
1 believe, till 1767. Itwas this catffe d'amortijfetnent 
which was fliut up in 1759, by which ftep a mortal 
blow-was given to French credit. 

Befides this firft twentieth penny, there were five 
other taxes impofed, and appropriated during a 
determinate number of years, not exceeding 1 5 in 
fome, 1 2 in others, for paying off the debts con- 
trafted in the war ended 1748, and for fome extra- 
ordinary expences of government. 

Thefe (hall be fpedfied in the following general 
Tfiew of this fecond branch of the French revenue. 
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SECOND GENERAL BRANCH- 

. Extraordinary taxes eftabliflied after the peace of 
Aix-la-Chapelle, with thdr appropriations. 

Fr. money. Sterling ditto. 

The 6rft twentieth penny 

on alt income < 
Ditto upon tradefmen and 

merchants Incorporated • 
Ditto upon the Jew» 

Total of the twentieth 1 

penny, which formed a ( 

finking fund, Ihut up j 

'11759 - '} 

The farm of the pofts and 

relau of France 
Two Ihillings in the pound 

of the capitation added 

to it 
The farm of ftamp-duties 

on leather, and duties on 

tanners' hark 
TJtt farm of duties upon 
* gunpowder and faltpetre 
Two fhillings in the pound 

of the twentieth penny 

added ... 5170000 140888 17 9{ 

Total of Ji. fecoad? 5^338000 2326133 6 8 
branch of French taxes 3 - , , , 

Appropriation! of thii fund, as follows : 

I. For paying, during ten 
years, apart of the 990 
- nullions of livrea, of old 

Vol IV. G Annuities, 



Lhra. 


/. 


'• 


J. 


23 800 000 


1 057 777 


■s 


« 


fijoooco 


388 888 


"7 


■Jj. 


I 400000 


61 233 


4 


Si 


3» 700000 


t 408 888 


•J 


9« 


6000000 


266 66« 


'3 


4 


5 510000 


■4! 333 


6 


8 


3 960 000 


'3" 555 


.. 


■J 


3 988000 


132800 


- 


— 
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Fr. money. Sterling ditto. 
. Livra I, I. d, 

Annuitieai charged sboTc 
on the King's ordinary' 
mentie, and beariog an 
intcreftof li^ irai/.the 

yearly fum of - - 5 06O 000 313 333 4 5$ 
z. To the India Company, 
indifcliarge of a debt due 
tothem: for 12 jeara - 2 ooo ooo $8 888 17 9! 

3. For paying the prizes of 
the bankers' lotteries 
every year ai they are 

drawn: for 12 years • 3 Soo 000 1688S8 17 9$ 

4. Towards making good 
deficienciea upon the 
funds appropriated for 

thenar, yearly) till paid - 18700000 831 iii 3 »{ 

5. Ditto upon the funds ap- 
propriated to the new E- ' . 

eole mililaire. - - I 200 OOO 53 jjj 6 8 

6. For payment of perpe- 
tual annuities created du- , 

ring laft war - • 14,500000 £44444 S lof 

7. For making good defi- 
ciendes upon the artillery 
and magazines, during 
the war 1744: for 12 

years, the annual fum of ■ I 800 ooO So OOO — — ' 

8. Ditto upon the article of 

foreign affairs . • 8 690 000 3S6 3Z3 4 j| 

' Total appropriatioB - 55690000 34751 11 2 li 



This branch of revenue appears, by lliis ftate, to 
be. totally approbated to certain purpc^es. 

Were apprc^riations adhered to in France, and 
could one be certain that debts are actually dif- 
. charged, at the penod appointed, in coofeqtieace of 

the 
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the appropriation for that putpofe, we might fonn chap. 
a better judgment of the aflual amount of the debts %-^,.^ 
of France, than in fa^ any man can do who is not 
in the admimltration. 

Of this fecond branch of tai^es I conTider the twen- 
tieth penny, the two Ihillings in the pound augmen- 
tation upon it, and a like augmentation upon the 
double capitation ; amounting in all to above 40 
millions a year, as a refoiirce which France may 
have at all times, in cafe of neceffity ; although I 
do not fuppofe it will be poffible to eftablifh them as 
a fixed revenue. They will probably, however, as 
matters ftand, be continued, either in whole or in 
part, until the great load of debts, recently con- 
trafted, fliall be confiderably diminiflied. . 

As for die retnainingfum, arifmg from the polls* 
leather, and fattpetre, thefe I confider as perpetual ; 
becaufe by their nature they are not burthenfome to 
the people. 

We are not to underftandthat the annual fum of 
five millions of livres, appropriated for paying ofi" 
the capital of 990 millions of the old annuities, bear' 
ing lifer cent, ftated in art. ifl;, was intended to 
be applied to thefe capitals, at the rate they ftand. 
In France it is fuppofeil that he who gets 20 years 
purcbafe of the intereft c^ his debt, is always fairly 
pad off J and people there arejo fond of reimburfe- 
ments, even at this rate of making them, that when, 
about the year 1755, a like fcheme of paying off 
thofe old annuities was fuggefted, it was upon con< 
dition that evety one having, fpr inftance, an an-^ 
nuity of 100 livres, ftiguld, in order to be entitled 
to this ramburfcment, pay to the -King 20 years' 
G 2 pur- 
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purchafe of it, or s6oo livres ready money } and 
thai being complied with, his contradl was to be 
put into the lottery wheel, with all the reft fubfaibed 
ibr, and if it happened to be drawn, he rtas to re- 
ceive 4000 livres ; to wit, the 2000 he had paid 
down, and the other 2000 as the value of a capital 
of 4000 livres, a( 2 1 per cent. 

This every body muft allow procures a wonderful 
fecility in paying oiF debts. If the Englifh creditors 
could be engaged to enter into the fpirit of fuch re- 
iraburfements, government, I am perfuaded, would 
net apply fo clofely as they do, to reduce the interefl 
upon them ; whereby a great diftrefs comes upon poor 
widows and orphans, who have their al! veiled in 
the funds. This inconvenience is avoided in France : 
the poor are chenlhed by the comfort of high inte- 
refl: i the ftate is fet free ; and the creditors rejoice 
in getting back their money, in any ihape whatever. 
I The war of" 1 756 breaking out, obliged the King 
to think of every expedient to increafe his income. 
Hiid he fet out by borrowing upon annuities for 
lives, at J o pir cent, and by mortgaging his ordinary 
revenue for the payment of them, his credit would 
have been more folid, and. the plan of running in 
debt more fyftematical: but in the end, it would 
have involved him in the terrible dilemma of either 
making a bankruptcy, in order to reinftate himfelf 
in the pofTeiTion of his ordinary revenue,, or of mak- 
ing him depend upon his parhament, more than he ' 
inclined : the concurrence of this moll refpeflable 
body is abfolutcly neceffury for laj ing on a perpetual 
and regular impofition, which alone can form a folid 
bafis of national credit. 

He was therefore refolved, in one way or other. 
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to increafe the impofitions on the people in the fime c h a 
of war, in order to avoid the confequences he fore- — -^ 
iaw frbm the lofs of his fixed revenue. . 

The King's minifters at this time could not con- 
vince the parliament of Paris, that in order to borrow 
money upon the beft jerms, it tvas neceffary to have 
a. fure fund for paying the intereft of it. 

It had been ufual to borrow money, on preQing oc- 
cafions, from the farmers of the revenue, bankers, 
andfinanciei5,astheyarecalled, at /andeven loper 
cent. They underftanding the chain of the affairs of 
France, uf^d to obtain credit both abroad and at 
home, from people whowould not lend direftly to the 
King ; although they knew at the time of lending that 
the money was borrowed for his ufe. The reafon'was, 
that the King was under an abfolute neceffity to 
keep faith with this fet of men, upon whom the 
credit of- France has depended for many ages : and 
as the profits they ufed to make were very great^ 
minifters knew, by a fort of infhinft, when they had 
I gained enough ; and in clearing their accounts in 
the ufual way, a fufficiency was left to them, to re- 
pay what they had borrowed from others. 

Perhaps the parliament thought, and perhaps with 
reafon, that in the main it was cheaper to borrow 
in this way, at lo per cent, than in the Englifh 
way at 3 per cent, becaulb of the great facility - 
in paying off the debts which attended it ; but 
this is merely a conjeflure. That there was however 
at that time a contraft between the fentiments of the 
parliament, and ofthe minifterofthefinances, who 
had contrafted Englifh ideas of credit, is mofl un- , 
doubted i and it was this contraft which brought 
G 3 on 
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" o o K on the bankruptcy in 1 759, when the finking fund 
v—^v—^ was fhut up againfl the creditors by an aft of power. 
To judge of tfie fentiments of both parties with can- 
dour, let us then examine the plan of borrowing 
propofed by the one and by the other. - 

The minifter, M. de Silhouette^ propofed to the 
King, to levy, as a folid fund of credit to borrow 
upon, a general fubvention, as it was called, over all 
France ; or in other words, to make the repartition 
of a large annual payment, over all the cities, townS} 
villages, and fuburbs in France. 

This was to be divided according to the fuppofed 
wealth and quantity of circulation every where. 
Every diftrift was ordered to report'to the King's 
council their opinion concerning the particular mode 
of raifing thdr proportional part of it, in the belt 
way relatively to their fituation. This report the 
council was to examine, and to approve or amend 
the propolal given in, according to information. 

This was perhaps the beft plan of taxation, if 
properly . executed, that ever has been thought of, 
for a nation already jjnder a regular adminidration 
of government, and accuftomed to pay coniiderable 
impofitions. 

It removes the inconvenience attending all general 
taxes, whi^h never fiiil to affe£l unequally different 
places and diftri£ts. It admits of a prudent mixture 
of excifes, with taxes upon poffeffions, according 
to the internal circumftances of every place. I;t con- 
fines them to towns, where alone, all excifes at lead, 
can be levied with propriety. It lightens the op- 
preffion of tax-gatherers ; becaufe the corporation 
may employ whom they will for that purpofe. In 
a word. 
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8 word, it is a' tax adminiftered with all the adranta- chap. 
ges of a farm. »^^,-^T 

This tax, the general fubvenu'on, after, it had 
been impofed by e^a, regiftered in abedof juftice 
September 1759, f^l to the ground, from the na< 
tore of the French conAitutbn ; becaufe it could 
not be levied without a fyitematic adminiAration, 
fupported by the authority of the courts of law, to 
vhich the parliament would not give their concur- 
rence, for a very plain rcafon. 

The general fubvention being very extenfive, and 
calculated for a fund of credit to borrow upon, was, 
by its nature, of a fpecies proper to become a per- 
petual tax, as all excifes are. The parliament of 
Paris feemed to think it agreeable to the confUtution, 
which they are fwom to maintain, to prcferve at all 
times in their hands a certain power over the King's 
purfe, in order to prevent an extravagant minifter 
from impoveriflung the King and the kingdcnn at 
once, or running them into the inextricable coniu- 
fion of an infallible bankruptcy. 

This circumfpe^tion of the parliament was repre^ 
fented in another light at court ; and odious paral- 
lels were drawn between what had happened in 
England about the niiddle of the lafl: century, and 
what foon might be expefted in France. 

Upon fuch topics every onejudges as he is affefted. 
The minifter was rdled at by the parliament-party, 
in the moft virulent manner. 'Who was in the right, 
aild who was in the wrong, upon the general quef* 
tion, of the propriety of raifmg fo large an impoH- 
tion, to ferve as a fund of credit, under a govern- 
taeat i^ that of France, I ihall not here examine. 
G 4 But 
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BOOK But that a folid fund fliould be provided, in one 

Vj-,ni_f way or other, proportional to the aftual deficiency 

of the annual fupplies, and to what could not be 

raifed within the year, for the ufes of the war, was, 

I think, entirely agreeable to principles. 

This the minifter had propofed in the fiibvention, 
though perhaps the plan was too great ; and thb 
parliament, wheii they rcjefted the propofal, fenfi- 
ble that the exigencies of the (late demanded a fup- 
ply of money, prOpofed in their turn, as an equt- 
vaient for the general fubvention, to coin for 600 
millions of notes, which were to have the fanftion 
of parliament for their fiind of payment j but no 
proviiion of coin was made for the ready circulation 
of them in the interim. 

Here then is an example where the fentiments of 
the French nation were divided upon the principles 
of public credit. And this affords a good opportu- * 
nity of reconciling ihem, and of confirming the 
doflrine we have been endeavouring to eftablifli. 

The minifter felt the difadvantage of the King's 
borrowing upon a lame fecurity ; he therefore 
propofed a folid and permanent fund of credit for 
performing the obligations to be contracted with the 
creditors. 

The parliament, on the other hand, examined 
the fituation of the people, who,' they thought, 
were no longer in a capacity to pay the taxes already 
impofed j and therefore concluded, that it was un- 
neceffary to eftablifli any new ope. They therefore ' 
propofed to augment circulation, by providing the 
' means whereby alienations might be carried on, 

and by that they expe£ted to render the taxes already, 
impofed more produftive. 

Both 
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Both parties were in the ri^t, as commonly is ^"*^- 
the cafe in fuch difputcs'; but they did not perceive' .— - < — ^ 
how their opinions could be reconciled. 

Had circulation been iadlitated by the eftabliSi- 
ment of a bank upon true principles, perhaps the 
taxes already impoTed, might have produced a fuffi- 
cient fhnd for carrying on the war, without the oc- 
pedient of the general fubvention. 

But the manner propofed by the parliament to in- 
creafe circulation, by paying with paper moijey, and 
not providing a fund of coin for realizing it when it 
came to llagixate, was an ejcpedient entirely delufive. 
The paper would foon have fallen to a great dif- 
count : the remembrance of the Milfifippi would 
probably have been revived, which would have oc- 
cafioned the locking up of the coin ; and the king, 
dom might have been mvolved in the greatelt diitre^ 
and bankruptcy. 

The minifter (hould therefore have concurred with 
the parliament in a fcheme for cftabliDiing a bank : 
the King might lafely have entrufted the adminiftra- 
doD of it to the parliament, and even have fupplied 
coin from the royal treafury for circulating the pa- 
per. But the miniller, I fuppofe, took it for granted, 
that taxes would be paid, provided they were im- 
pofed ; and the parliament, that the paper would 
circulate, provided it was iffued. 

The reafonings I have afcribed to each party in 
this difpute, are not founded. upon information : they 
are natural conjeflures only which I form from the 
oppofition of fentiments between men who were all, I 
fuppofe, well acquainted with the fituation of France,, 
and who refpe^tively took part according to the com- 
bmations which occurred to tbem> 

The 
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The remcmllraDces of the parliament at that time 
were filled with an enumeration of diftrefles, all of 
which are the necefiaiy eStSts of a fcanty circulation. 
In the King's edi£b there is ftrong reafoning upon 
the principles of public credit. The candour I feel 
in my breaft, while ' I examine the merits of this im- 
portant difpute, will 1 hope ferve as an apology for 
all miftakes in point of exad information. 

The refult upon the whole was what might have 
been expcQxd. The fubvention was dropt, and the 
propofal of the paper was rejeQed by the King. 

The medium adopted by the two parties, fhewed 
howerer, I think, diat in the nuun die minifter had 
been in the right ; becaufe the taxes were increafed 
and paid : had the paper been ilTued, the fuccels, I 
am perfuadedj would Jiot have been ^vourable ia 
proportion. 

But inftead of a permanent fubvendon, a tax of 
the moft odious nature was eftabliflied, which, from 
this very circumftance, there was little danger of 
feeing long continued. 

In the preceding year, a fecond twentieth penny 
upon poffeffions had been imprfed, to' which had 
. been added 2 fiiillings in the pound of the tax itfelf ; 
3 new polUtax upon certain clafles of the people in 
jm}portion to the number of their fervants ; an ad- 
ditional duty upon the ftamps upon filver and gold 
plate; higher duties on foreign manufadures im- 
ported .; and 20 per cent, on all former duties on 
confumptlon. The fecond twentieth was to continue 
undl two years after the peace ; the other duties for 
dght years longer. 

NotwithAanding this heavy load already lud upon 
pro- 
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property, the parliament, rather than confent to the char. 
fubvention, agreed to impofe a third twentieth penny >.,.^ . .^— ii 
upon po&ffions % and, to render this tax more pro- 
dudive, additional poll-taxes upon place-men. Sec. 
were comprehended in the edift. Thus ended the 
difpute; the minifter was difmilTed, and the edid 
for the geheral fubvention was withdrawn. 

Befides the fecond and third twentieth penny, fe- 
veral augmentations of revenue were obtaned during 
the laft war, which 1 ftiall prefently mention, two 
of which, for their peculiarity, I fliall briefly explain. 

The clergy of France, ftrongly preffed by the 
King, fupported by his parliaments, to give in a 
declaration of their income, in order to be taxed 2t '' 
fo many fhiUings in the pound, like other fubjefts, 
after many evafions, at laft fucceeded in difappoint- 
ing the fcheme. They offered an extraordinary free 
gift equivalKit to the two twentieths, to be paid an- 
nually until 1765 J and this was accepted. 

The ordinary free gift of the clergy is at the rate 
cf a million and a half of livres a year ; this they 
doubled and paid at the rate of three millions a year, 
which we may confider as two fliillings in the poimd 
of all the clergy poffefs in France, which makes ihdr 
revenue to be about thirty millions a year, and I be- 1 
lieve it dees not far exceed ir. 

The other branch of revenue is fomething ana!o< 
gous to a circumiiance in the hiftory of Englifli 
taxes : it was called an extraordinary free gift to be 
paid by every corporation in France. Charles I. had 
a very exaft valuarion put upon all England, whea 
he propofed to levy Ihip-money. This was found fo 
coneSt that it ferved for a bahs to regulate the dif- 
3 tribution 
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BOOK tribution of the fum of 100,000/. a year paid to- 
w»N-w Charles II. for his courts of wards and liveries *. 

In like manner the King of France had a very ac- 
curate eflimate made of all France, when he formed 
his edift for a general fubvention, which had pretty 
much the fate of the (hip-money. And though the 
parliament refufed their confeni to the great fubven- 
tion, they agreed to eftablifli the epitome of it in 
Auguft 1 759 ■- which fee in the note f. 

This tax, fmali as it is, may be of infinite confe- 
quence in times to come. The great difficulty of 
raifing taxes is in the begiiming ; and if the levying 

* Davenant's Ways and Meant, Article of Monthly Aflcff- 

f This free gift was impoftd upon all cities, towns boroughs, 
villages and fuburbs, in France. And thofe lying within the 
jurifdidion of every Intendant were joined in one fom, l<;aving 
the reparation of them to thefe magitlrates, as the cuftom is. 

For the generality of Amiens 153 300 

For the generality of Orleans 356 coo 

For the generality of Paris 157^000 

For the generality of Ohalons 200 900 

For the generality of Poitiers 265 200 

For the generality of Soiffons 60 700 - 

For the generality of Tours 34 434 

For the generality of Rochelle 131 800 

For the generality of Bourges 105 600 

For the generality of MouLa 91 770 

For the generality of Riom 165 628 

For the generality of Lyons 397 454 

For the generality of Artois 



Sterling. 



Sam total - - 3690786^16403418 8 

The duties impofed by this arret are to be levied upon all clalTei 

ef the people, nobility, commons, clergy, even nuns and monks ; 

no exception is made except in favour of hofpitals for their own 

eonfumption onlv, 

of 
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of this trifle in every city, town, village, and fub- 
urb in France, be carefully conduced, >with a view 
to fubfequent augmentations, and if it be properly 
diftributed upon every branch of confumption and 
revenue, nothing will be fo eafy to the King as, by , 
his own private authority, to enforce a gradual aug- 
mentation of it, and perhaps in time to abforb in 
it, the whole, or at leaft the greateft part of the reve- 
nue of his kingdom. 

Befides the two twentieths, and the free gifts of 

the cities, feveral other taxes of lefs moment were 

either impofed, reneweJ, or continued for a longer 

term, and then fold for raifmg money for the fervice 

- of the year, viz. 

Firft, Five years of the free ^ft of the clergy of 
France, amounting to 1 5 millions, were paid down 
at once by that body. 

Secondly, That of the clergy of Alface, paid in 
the fame way, for the fame term, produced 3 mil- 
lions. 

I'hirdly, A duty on firewood, &c. in the city 
of Paris, valued at 3 400 000 a year, fold for 7 
years, for 10 millions. 

Fourthly, Another duty upon the confumption 
of eggs, butter, &c. valued at 2 400 000, fold for ' 
15 years for above 30 millions. 

Fifthly, A like funi got from the farmers general, 
for allowing them to raife the price of their tobacco 
10 per cent, for 10 years. The annual amount of 
this 1 do not -know. 

Sixthly, And in the lafl place, the third twentieth 

penny, which produced 36 270 000 a year, was 

. fold 
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BOOK fold for the two years for which it was impofed, for 
i_,r.^ 60 millions. 

Thus, of all the impoHtions raifed during the tad: 
■war, the fecond twentieth, and an CfHtome of the 
fubTenfion raifed in all cities, towns, villages, and 
fuburbs, in France, remained unalienated. 

In order to throw all the light I poffibly can vipon 
the prefent ftate of that nation, I fliall next briefly 
irecapitulate the extent of the annual fuppHes raifed 
for the fervice of the different years of the war, from, 
1756 to 1762 inclufive ; in which Ifhallpoint out, 
as well as I can, how this third branch of revenue 
was appropriated. 

It is in this manner only I can communicate 
to the reader what I can guefs concerning the 
prefent ftate of that nation. Could we know, as 
with us, the amount of taxes, and outftand- 
ing debts at every peroid, this detail would be 
unneceflTary. 

The extraordinary grants of 1 756, amounted to 
121 riyilions, 5 377 777/. fterling. 

In Ofl:ober 1755, the farms of almoft all the 
taxes were renewed. Upon fuch occafions it is ufual 
for the farmers to advance fums in proportion to the 
extent of their farms, for fecurity of the leafe j for 
which advances the King, at that time, allowed 
them an intereft out of thdr yearly farm-rent. of 5 
fer cent: and the fums advanced were apprc^riated 
for the fervice of the year 1756. Here follow the 
fums advanced upon the feveral £ums : 



I. Upon 
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Fr. money. SteHing £tto. 

Livra. I. t. d, 

I. Upon tlie general fannt, 

after repaying what had 

been advanced upon the 

fonner leaTe, nett into the 

royal treafure - - 40 000 000 t 777 777 15 6i 
3. Upon the farm of the 
_ poft» of France - - 3 000 000 133 333 6 S 

3. Upon the fann of- the 

ftamp> upon le^er - i 000 oo« 44 444 B io{ 

4. Upon the £um of the 

paulelle - - - i 000 oo* 44 444 8 lo| 

5. Upon the farm of duties . 
on gon-powder and falt- 

petre - - - loooow 44444 8 io( 

6. The l^nn of the market 
of Poi^ was Ibid for leven 

years, for - - 15 000 000 666 6^ l$ ^ 

This fum was the price of 
the total Venation of the 
duties coUeAed in that 
market for the whcde 
time i which duties thould 
be matked as a branch of 
revenue ; but as the an- 
nual amount of them can- 
not be afcertained, it is 
here thrown in as an er- 
traordinary means pf fup- 
ply an£ng from the Dale 
ofataz. 

7. Befides thefe cafual fup- 
plies &om the new farms, 
there was levied this year 
fer the fide of five yeai^ 
revenue of the &ee gift of 
the dergy of Franee, to 

17(1 nduJive - '■ ijdo»ooa 666666 13 4 



Cmf over . 76 ooo wo 3 377 777 i j 
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Fr. money. 
Livm. 


Sterling 


ditto. 


Brought OTCr 
'». And for that of AUacc 


76 000000 
3 000000 


3 377 777 


If 6 
6 S 


9. Raifedbya lottery, for 
which the annua] fum of 








5 800 000 was fet apart 








for 1 1 ycarg 
lo. And for the fale of the 


32000000 


I 412 111 


4 Si 


duties upan firewood. 








&c|in FarU, for 7 years - 


10 000 000 


444 444 


8 rof 


Total «traordiDary fup-3 
plicsfor 1756 - -3 


121 000000 


5 377 777 


'S Si 



The fupplieg for 1757, a- 
mouDted to 136 milUoas 
jf (S044 444 llerling. 

1, Two lotterice, for which • 
were appropriated, for 
the firft, 5 8co 000 during 
(2 years i and for the fe- 
cond, 4000000 during 
II years. Thefe fum« 
were annually to be ^ 
drawn, and paid every 
year ; fnr which was paid 
to the King, for the firft, 
36 millions {' for the fe; 
condi 40 millions to- 
gether . - - - 76 000 000 3 377 777 15 6i 

2. The ordinary revenjic 

was charged with 6 mil- ,. 

iions of life annuities, at 

io/«rfrt(/. fold for - 60000000 1 666 666 t} 4. 

■ 36000000 6044444 ^ ^°i 



He fuppEo fot I7j8, a- 

_ mounted to 1 35 niUioDt, 

:£ 6 000 000 fterhng. 
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Fr. monej', Stetliag ditto. 
J.ivrti. I. ti J. 

tt The £rft tm aloui of 

40 millioDi, uponapfrpe- 
tual annuity of 5^er£ffl(, 

propoM totxpaidoffbf 

mvj tii lottery, at the i^e 
. of 3 200 000 yearly . 4000*900 1777 777 1$ 6} 
X. The Kiog obliged thofe 

who ha*e bereditafy offl* 

ces proportionally to pur^ ■ 

chgie additional lalariest 

to the extent of i million 

■ year, at the rate of zo 

ycKTSpUr^af^ orftwfeit 

what they had - • sa 000 MO 88ft 888 17 ^\ 

3. The additioaal 10 ftr 
f«iif. upon the price of to- 
bacco, was fold this yor 

to the Eirmen, for • 50 OOO 000 i 333 333 6 8 

4. The ordinary revenue wai 
charged* with 3600000 - ' 
Urtti, fiAi-aonuitiet| upofl - 

two li«t, at .8 per etnt. ; 

fold for the fum of • 45 000 ooo s odo 000 -^ — ^ 

tzs OOP doo 5 999 999 '9^'* 
The fuppliet for 175^ t- 

mounted to dpwuda d 

i94nulliousj^.8 653 933 . 

fterling. 
l.Thefirft fupply fbrthil . 

year wat the eiHtone of ' 

the general fubrenttonf. 
.called an eitiaoidinary 

free gift from all the 

citiM, towni, burgs, vil> 

lagca, and fabnrbs ia ' 

' France ' . « ) £90 78^ - r<4 0)4 tt » 
3. 3 600 000 livres of peia- 

petual aonuitie*, boc* 
Vofc. IV. B 
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, Fr. monejr. Sterling diuo^ 

- - -■- JLvoret. I. t. d. 

Bronght over - 3 696 786 164 ci^ iS 8 ; 
TOwed upon the general . 
fannj, at 5 /<f ren/- until 

reimbuTfement, fold for • 72 tx^ooo 3 ado b«0 -« -^ 

Thefc are called the 

". cuntni£l> apoii flifi 

farms } each one 

thouland livre* ca- 

3. The free gift of the cler- 

gy, for five years from 

J762 indufive, fold at 

once for . - - 16000000 Jji »ii 2 af 
4^ Ttic iltcoad-^'tweatieilt ... 

penny produced for this 

year - . ' - 35 ooo.ocp i 555 SJS n if 

J. Sold to the magiftratM , ■ 

ibniheadi of cd'egnjit^. - 

fome towns in FlanderS) , . 

fome branches of their ■ 

own taxes, for - - 8009000' :3JJ5^5,ir if 
6. The ordinary revenue 
-wa»-cli»g<d^jrith jntil;. -, . 

riteBi -rf anmritiffi, ndfed 

, ti^mesi fotdfer- ~^/ -__ 60 doo 000 2 666 666 13 4 



194 690 786 8 65? 9*3 16 5 



The fupplies for 1760, a- 
mounted to above 251 *.j ' ^ 

millioDBi ;^. II 186430 
fterllng. 

I. The Paris-duties above 
mentioned fold for 15 

Eye«t .\;- .^3:- *. . -.JJ 383900 I 345351 l- Xh 
3. The 3d fliilliiig in the 
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, Fr. money 


Sterling ditto. 




Lhru^ 


/. /. 


J. 


Brought over 


30 283 900 


•34S95* * 


»i 


^und Told for ttro y£ars. 








3. The 2d Mliag produced 


72 3+0000 


311511^ 2 


*i 








this year - - . 


3jooflooo 


^SSSSSS " 


ii 


4. Raifed by perpetual an- 








nuitie*, at 3 ptr cent, fe- 








cured on the King's or- 








dinary revenue • 


60000000 


i6^m 13 


4 


S, The fret ^ <rf'the 








cities, &c. 


3690787 


i$+o34 19 


61 


6. By a lottery at 5 prr ctntt 








where the difcredited pa- 








per (the payment of 








which was ftopt, when 








the finking Fund was Ihut 








up in 1759) was taken 
















was faifed 


50(»e«o9 


» ill itt 4 


si 


7. Borrowed from the offi- 








cers of the tonn-houfe 








of Faria, at ^ fet cent. 








fecured on the ordinary 








revenue - - - 


380 opo 


16 m n 


9{ 




351694687 


II 186430 10 


1i 



The fupplieifor 1761, ei* ■ ■ ■ 

ceeded ido millionsj 
£• 5 3^4 034 ft«liog. 

• When ibe bad contequencM of fhutting up the rinkinE-fund were iHa)* 
veredi the King opened fuhrciifinni, fucb at vera tbe toatiaeint t^ )aft 
ym, tbii of io mitliont, and one Ihe sen jtu of 30 mltUoni )' in wbtcb 
a* dlfcrediud papar wat received, in part of payment of iti* fun* TKi) I 
fuppi^B i« At naSon '<rbj ihi fuppliei of 1759 and 1760 apptir (6 bi^ and 
»Ua wkfaaa»j »fft»a (oluVe been bomiwed al fo lowa.rale MSpfrtnl, 
Vpcn fcaftvi, aad J^<:ail.onaitlclc4thof ihisyear 1 becinle tbe intereft 
of Ihit part oaly vbicb wai paid in fptcie il Hated; not ihe initieft upon lh« 
^crdiled paper (Ubfcrlbtd, wUch vu paid oul of tbt Grit nrentielb. 
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Fr. money. Stertiog ditto. 

Liiirci. /. t. i' 

i.Cfiarged upon the ordi- 
nary revenue, 200 000 
liwes "a year upon Utm 
and other annuities, at 
idperrmt. in favour of 
the order of the Holy 
Ghoft, fold for - - a 000 000 88 888 17 9J 

2, Borrowed on the duties 
■' upon leather, at 3 per 

ant. - - - 30 000 000 . I 333 333 6 S 

Thefe wwe the annui- 
tie» which were or- 
dered to be reim- ^ 
buried after the 
peace of 1 763, at 20 
years purchafe; and 
which, I fuppofe, 
Ijad been fubfcribed 
for, jiartly, iii dif-" 
credited paper. , 

3. Charged on the ordi- 
nary revenue, 4 millions 
a year, for annuities at 8 
per ceni. upon two lives, 

fold for - - - 50 000 000 1 222 Ml 4 si 



3 64+ 444 8 'o* 



4. Befides thefe fums, there > 

was the amount of the 
2d twentieth, - and the 
fmall fubvention, or free '' 

^ft, which continued to 
be applied to thtfiurrent -. 
fervice, as they had not 
been fold off ! Mdfc - 38690787 i 719 590 1° » 



Total - 120690787 5 3'54 034'? ** 
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Fr. money. Sterling ditto. 
/.hr». I. ,. d, 

TTie fupplies for 1762, ex- 
ceeded 159 iniIEon$, 

;f. 7 076 933 fteriing, 
J. The farms which had 

b«cn let ia 17551 came 

to be agaia renewed this 

year; Tram which arafe . , 

a fum for the fccurity of 
■ them of - - - 83 «op 000 3 (Sj'y 777 15 (S| 
'2. There was do bornHring . 

this lafi: year ofthe var. 

The fecond tiventieth^ 

which never had been 

fold ; the third twentieth, 

which this year became 

free, as it was impofed 

ftJ>new for two yeara 

more ; arid the little free 

gift by all the towns of 

France ;' made together 

an additional fum of - 76 030 787 3 379 14$ i gf 



159230.787 7076923 17 4^.. 



Rccapimlatioii of the extraordinary expence of 
the fey^ years of the war*. 

Fr. money. Sterf, ditto. 

Lfvret. I, 

For 1756 ^ - )2i 000000 537777S 

For I7J7 • - 136000000 6 044444 

For 1758 - - 135 000 000 6 000 OQt> 

For 1759 - - 194 690 786 8 6$2„924 

for .1760 - - 251 694687 II 186431 

Carry over - 838 385 473 37 261 577 

* The Sterling money, in this, recapitulation, i> reduced to 
the neareft integer, neglefting^ fractions of a pound. 
H3 
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Fr. money, Steiiiog ditto. 

Brouglit 6Ter ' - 838 385 47 j 37^615?? 

For 1761 - - 120 690 787 S 3^+ 034 

For 1761 • - 1^9 sjo 787 7 076 9*4 

Total - t 1 18 307 047 49 702 535 



Having gathered together, from the bcft infor- 
mation -I can, the amount of all the extraordinary 
fupplies raifed in France, for the fervice of the lail 
war, let us fuppofe, that at the peace, no p^utof 
any capitals borrowed had been paid off", according 
to the plan laid down for that purpofe at the time 
of contraQiog. Let us fuppofe, I fay, thu all the 
lottery funds and Iife-anmiiti6s, as wdl as thofe an- 
nuities which were intended to be paid off by way 
of lottery, ftood at their full extent, without dimi- 
nution, at the peace, and then calculate what fum 
of additional debt fliould have Tcmained upon France 
■jn confeqtrence "of the war. 

As for the fums raifed, dther upon renewing the 
iarms of the revenue, the amount of new taxes im- 
pofed, or fuch braJiches of (hem as were fold at 
once for a fum of money, they remain no debt upon 
the Sing ; and ttt Sierefore to be confidered (as 
they really were) extraordinary refources drawn 
ifrom the people, vrithout any recourf? to credit or 
)>orrovuig. 

Fr. ihoney, ' Sterling ditto, 
Livret, I, t. J, 

Thefe fuins colle^ed front 
t'he >bove fupplin, and 
laid tiagcdwr* inbust to 5«o 936 948 23 i;i 308 16 — 
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Fr. money, . 6teri*igdkto. KB At. 
thru. i. t. 4, ^V ^ 

J>t US tfacB Rate the whole 

of the fuppKesM above. H1830704.7 4970?53S 

And from tbmce deduA 
the exttaorfinarf refour> 
c«s drawn fron the pea- 
pie, aa above, to wit t. 5S09tfi{t47 3315330? 16 — 

There will remain a capi-7 



f 597580100 365;© 326 4- 
tal of borrowed mane; i 



Of thii the Ufe-anDuitiei 
(charged upon the ordi- 
nary revenue) form a . 
capitalof ' - - S17000000 9644444 8 10^ 

7be ' lotteries fonn a Aipi- 

talof . - . 108000000 4.600000 — — '■ 

^ndthe pecpetual annuities, 
a capitalof . - 3723^100 13105781 ly 6f 



In all, aa ab«re . - 597 380 100 26 550 326 4 5 



Let us next fee the amount of annual payments 
for difcharging either the ca|utal or the intereft. 

Fr. money. . SteiUng ^tto. 
Livret, /• t- d. 

F«r the .'life aunntiea untfl 
cxtittguilhcd, paid out pf 
the ordinary revenue - ifiaooooo 710000 — — 

To difcharge the lottery 

fund,- in i« years at molt I1600000 $15555 ^* >i 

SoppoCe the peipetiial an- 
nuities all at 5 /^ ceni. i 
iade - . . 13619000 605388 17 9{ 



Aoqualfum of intereft • 41419000 1840844 8 io| 
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" AN INQUIRy INTO THE PRINCIPLES 

■ Let me now draw up a ftaie of th? taxes raifed 
for defraying the cxpences of this wai;. In this I 
ihall comprehend fuch articles only as exifted at the 
pfflce, unfold : as for the otherSi we may conlider 
them merely as expedients for railing money for the 
current ferrice ; but which, in ^me to come, may 
ferve to augment therevenuci 



THIRP GENERAL BRANCH. 

. Fr, money. Stealing ditto. 

Livret' I. t. J. 

I. The 3d twentieth, nerer 

alienated - - - 35 000 000 '555 555 H li 
2> The 3d twentieth, im- 

pofed for the years 1762 

and 1763, not alienated ' 30000000' I 333 333 6 8 
3. The free gift of the 

citieB) towns, &c. never 

alienated ... 3690786 164034 18 8 



8690787 3 05* §23 16 si 



Let me now propepd to the fourth general branch 
of taxes, or of money raifed upon the people of 
France : firft. To the profit of the ^mners : feeond- 
ly. Towards defraying the expence of colle^ng the 
three foregoing branches of i^venue, which aniount 
to about 403 millions : .And thirdly. To pay what 
is appropriated to certain purpofes within the coun- 
try;, here to be fpedfied. ** 

,, FOURIfH 
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rOURTH GENERAL. BRANCH. 

Fr. monev. Sterling iMtto. 

U-oTf,'. i. 4. 4. 

I, Firft then, the net pro- ' 

fits of all the farmers of 

the revenue are calculate^ 

to amount to about - 17340&OO '766222 4 5} 
s. The expence of levying 

all the revenue U calou- 

Jated to amount to about 

I p per cent, of the whole ; 

inde ... 40300000 17^1111- t Sf 

5. There is a revenue ap- 
propriated for keeping 

up the water-works at 

alt the royal palace« - 1 100 000 53 333 6 S 
And to the invalids, St. 

Cir, And the hill mi/ifaire 7300000 ^ 324444 8 Io{ 
There are taxea impoled for 

clothing the militia^ to 

the amountof • . 3800000 16I 888 17 9! 
All the towoa in France 

Jiave particular hranches 

of tasM appropriated to 

themfelves, for pavement, 

buildings, &c. and for 

maintaining the police ; 

which amounts to * '5 ^^^ ^'^9 4^^ ^^^ '3 4 

And the duties levied in 

the courts of law for fen- 

teace moneyi emolamints 

to the judges ft^aj, 

and expence of regiltra- 

Jions, the vaft'fum of - 2-} 000 000 1 200 000 — t— 



1118400CO 4970666 13 3{ 

For* 
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Formerly, all the officers of the courts of juilice 
had falaries paid out of the King's revenue. Thefe 
were infenfibly diminiflied in every reign, and thofe 
court'Jees were augmented in order to fill up the- 
-void ; from which the greateft oppreilion enfues. 

If to the fum in this lad article we add ss millioiu 
above ftated as a charge upon the ordinary revenue 
for Varies to flrftprefidents, &c. and other expea- 
ces of the law, we fliall find that the article of jut 
tice alone cofts near 50 milUons of livres, a year, to 
the pubhc. The greateft part of this fum ftiould 
be confidered Ss the intereft of money borrowed by 
the Kings of France, the capitals whereof are ftiU 
outftanding; and if the cajstals were paid off, a 
great augmentation of income would arife from it. 
But the bad footing upon which their credit (lands, 
renders even this burden expedient on feme occa- 
fions ; becaufe the King can oblige all thofe who 
have fuch hereditary offices, to lend money upon an 
augmentation of their falaries^ ' 

To conclude this enormous catalogue of taxes 
paid by the kingdom of France, we mull not oout 
the laft branch, which comprehends the heads fol- 
lowing I 

FIFTH GENERAL BRANCH, 



. What U paid for bulls, 
difpenfations, bapti'fma 
«nd burialsi to the popCt 
-bifhops, and inferior cler- 
87, W7 near - - 


Fr. money. 
EC 000000 


Sterling ditW. 
/. *. J. 

444444 8 lof 


Cany over - 


JO 000 000 


444444 8 I9| 
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^ 


I-r. money; 
Livra. 


Sterling 


*. A 


CHAK 
VI. 


X. Tor, the fupport of hof- 
pitalt* a fort of poor's 


toooopoo 


444444 


8 loi 




4. To branches of impa- 
fitions, of various kinds. 


J1500900 


Sitm 


a «i 




brfonging to private peo- 
plCi pefts of France, go- 
venore of provinces, and 
rtScers of all the royal 










Itingdom - F - 


so 000 000 


838 888 


17 9* 






41 500 000 


1844444 


8 lot 





General recapitda^n. of all the money rafed ia 
France by public authority, for whatever purpofe 
employed. 

Fr, money. Sterling ditto. 
i.ivret. l. 4. 4. 

1. The King's ordinary re- 
venue aa. it ftood at the 

peace 1 76? - - 181300000 11546666 15 4 

i. The estraordinary re- ' . 

venue raifed at the peace 
1748 - - - SJ 3380c* 3326153 6 S 

3. The extraordinary reve- 
nue raifed on account ot ' ^ 
laft war, and for the pay- 
ment of debts then conr 
traded, not fold at the 

peace - - - 68690787 3 65? 923 17 4 

4, The eipence of nifmg 
tht taxes, and emolu- 
iBpnts of the farmers. 



Carryover - 403328787 17915713 17 4 
6 
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Fr. money. Sterling ditto. 

lAvra. I. I, d. 

Brought <)ver - 403328787 179357J3 17 4 
with other branches per- 
petually appropriated for 
dtfraying regular expet)> 

ces ... Ill 840000 4970666 13 4 

5. Taxes paid to the church, 
, poor, and private perfona 41500000 1844444 ^ '0§ 

SumtotalrairedannuaBy") ,,-cj«o ,o_ -. _.-o. ._ en 
ID France f ^S*. ' ^7 ^4 740 834 19 6i^ 



Charges or appropriations 
ofit. 

I. Chaises upon the ordi- 
nary revenue per hft a- 
bove ' - • - 336050000 10491 III 2 «{ 

3, Ditto upon the fecond 
general branch ^r ditto 55690000 3475 iii 2 ' zl 

3. Ditto upon the third ge- 
neral branch for lotteries 
and perpetual annuities 
iConlHtuted during the 
war ; the life-annuities 
beiiig already charged in 

article I fi: - ■■ - 35119000 1120844 8 jo| 

4. Ditto upon the fourth 
general branch totally 

exjiauftedj inde - /■ JII 840000 J4.970666 13 4 

5. Ditto upon the fifth ge- 
neral branch ditto -' 41 500900 I 8^444 8 ^9 

' There remains (unappropri- ' 
ated] for all extraordi- 
nary expencea of ItatCi 
which completes the fupi 
"■total of what is raifed in 
f ranee - - - 86 3^ 787 3 838 657 4 — 



556668787 34740834 19 6 
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In this light does the ftate of the French a(Eiirt ap- crap., 
pear from the flcetch I have been able to give of it. ._ ^^^ 

I^ad the fum of 86 millions, remaining aa unap- 
propriated at the peace, been any way fufHcient for 
' paying off claims which have not appeared upon thfc 
ftate we have given, and for all extraordinary ex- 
pences, the credit of France would not have beert 
fo low as it then was, -and" ftiU continues to be. " 

The expence of a kingdom muil conftantly ex- 
ceed the amount of all regular and permanent in- 
come. 

At the end of a war *hat great fiitns of debts 
unprovided for are conftantly found ! Taxes alto, 
whoi ftretched as they were, and impofed in fo great 
a proportion upon ptjiTeffions, in refpefl of what 
was raifed upon confumption, muft always diminifli 
in their produce ; but the expence and charges ne- 
ver fall fhort. This is more efpecially the cafe iA a. 
country where paper credit is n6t eftabliOied. < 

The conflant complaints for want of money to 
carry on circulation in the time of war, is a proof 
of it. When peace returns, and money is kept at 
home, then all taxes are readily paid in France, 
iaid half the burden of them Is not felt, although 
they be more produftive than before. 
* As I faid in fetting out, I do not pretend that 
the aciount I have given of this . dark affair, -is in 
any degree fo corre^ as to fatisfy a French minifter ; 
but it is a rough ftetch, which contains the general 
ftate of their affairs ; and if it be worth any man's 
while, who is better informed, he may correft it, 
and thereby bring on a farther inquiry into the true 
ftate of the queftion. 

What 
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What interefl A nation, which is not in an a3ual 
: ftate of bankruptcy, can have in concealing its af* 
fairs, I cannot find out. Is it not then greatly the 
intereft of a mighty kingdom, which poflefies fuch 
ama2ung refources, to expofe its ■ fituation in a fair 
light to the world, to which it muft, iq>on all oc- 
cafions, have recourfe for afSllance in point of credit ? 

Of the nuiny branches which compofe this great 
national revraue of above 550 millions, there are 
feveral articles which mufl of neceflity be cut 0% 
as foon as the debts can be brought into a regulaj* 
form. The double poll-tax is moll oppreffive on 
the poorer fort, and therefore was impofed for a 
time only : the three twentieths, as they are levied, 
are no lefs fo upon the higher dafles of the people* 

Thefe four articles amount, however, to iif 
^nillions. If we deduA this from the revenue, a» 
we have Hated the account of it, it will not (mly 
cxhau(t the bahnoe of 86 millions, but it will create 
s deficiency, -apaa the wh<)lea of 30 millions, which 
can only be compenfated by difchar^ng a cqit^ 
ponding p^ of the burden of debts^ while thofc 
branches do fuUift. 

But then the iame refources are opeii upon everj 
new emergency ; and as they have now begun to 
be colleQed, they will be more eafily paid at at^ther 
time. 

Befides, what an acqnifition will be made to the 
revenue by the extinftjon of 16 millions of life-an* 
nuities, and by the expirati<m of fo many antidpa* 
tiotu'of taxes for terms of yean ! 

On .the other hand, it is not to be fuj^fed that 

the King will continue to demand of die clergy, 

above 
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above I 500 000 livres a year, or one (hilling in chap. 
the pound upon their benefices. This body is be* '.— v?-^ 
coming daily more and more indebted, by the prac- 
tice introduced of late, of making payment of their 
iree ^fts to the King, by borrowing the money, in- 
ftead of paying every one his proportion out of hts 
bdneflce. This in date may oblige them to accept 
(^ penfiom inflead of their benefices, and to make 
over their revenue in tithes to the King : they will, 
at leaft, in one way or other, become entirely at 
tiis m^rcy, , and at that of their own creditors. 

Before I conclude, I mull fay a word concerning 
the method of levying the taxes in France. 

llie moft general difhibution I can make of this, 
is to reduce it under four principal heads. 

The firft comprehends the general receptes ; to 
wit, the taiUey or land-lax, the capitation^ or poU- 
tax, and all the twentieths. Thefe are adminiftered 
by the intendants of the provinces, who both make' 
the diftributiaa of them upon the fubje^s, and who 
levy them by ofBcers under their direction ; and for 
the expence of levying, is fuperadded to the taxes, 
io per cent, upon the whole. When they are coU 
Jefted, they are paid to the receivers general at Paris, 
who deliver t^m in, and account for diem to the 
royal treaftiry. 

■ Tlie &c(Hid comprehends all the taxes which ars 
£irnied. The £irmers are veiled with the King's 
authority for raifmg, according to certa&i regulations, 
the duties let to them ; and as they are obliged to 
keep open books, the cxpence of management is 
known, aad at every new leafe a realbn^^te profit 
it flowed to Aon over sod above. 

■The 
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The third branch comprehends all free giftr of 
determinate fums of money, irapofed according to 
certain regulations prdcribed to thofe bodies politic 
who pay them ; into which may be comprehended 
all taxes upon the clergy ; becaufe they levy them 
themfelves. 

The fourth comprehends retentions, which the 
King makes out of the fakries he pays. This needs 
no explanation. 

What farther obfervations may be made on this 
_ head will find a place vhen ve come to fpeak of 
ta:ces. 



c H A P. vn. 

Cmparaihe Vieiv of the Revenue, Debts, and Credit 
of Great Britain and France. 

TN comparing the ftate-of credit in the two nations, 

I mtift firft obferve, that it is not fp eflential to 

. compare the extent of the revenue of both countries, 

ias the refiurces they have for obtaining extfaordihary 

fupplies in cafe of need. 

Whatever te the permanent revenue of a flate, 
we may be very certain that the exigences of it will 
be in proportion ; and whenever any extraordinary 
expence is to be incurred, it muft be provided for 
by extraordinary means. 

In examining the flate of Great Britain and 
France, we have found this obfervation verified. 
If the expences of the year do no more than abforb 
the revenue of it, and if the finking funds appropri* 

ated 
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aied for paying off incuinbtances be properly applied, chap. 
the Hate has no reafon to complain. . •— ^-^^ 

This dillribution evidently points out how necef- 
£iry it is not to confound thofe branches of revenue 
which are appropriated to ftate expences, with thofe 
which ought to be fet apirt for the payment of debt* 
and .interell. This however I apprehend is too 
much negleded in both kingdomsi 

If times of tranquillity be notpiade ufe of, to 
difengage thofe funds which neceflity had opened^ 
it cannot be denied, that future exigences inuft then 
feek for a fupply, from refources as yet undifcovered. 

That nation, therefore, which has certain branches 
of revenue lying dormant in time of peace, has the' 
advantage in point of refources. 

In this refpeA the advantage hitherto has Iain on 
the fide of France ; Ihe has Had her dixiemes, vingti- * 
emesf and double poll-tax, which have never been 
impofed except in cales of neceflity. 

But on the other hand, Great Britain has a. nobld 
and opulent branch of permanent taxes, which com- 
pofes her finking fund. Were this employed in 
times of peace, as it ought to be, it would prove in 
titne of war .a' more ready fund of .credit than any 
France can boafl of. 

Thofe extraottiinary refpurces of France canitbt 
be 'mortgaged. They are fbpplies for the current 
fervice; but thfty are no fund of credit. WhertSw' 
the finking fund of Gre^t Britain is always ready 
in the rae^ ume to fupply urgent demands. WhUe 
this fubin^s, there is no danger of being obliged to 
break £uth with the public creditor^, upon a de- 
mand for a pillioa and a half flerling> as was the ' . > 
^OL. IV. I cafe 
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cafe^th France in 17^9. llie one refembles acrCK 
dit in bank ; the other the rents of a great elhite. 
The finking fund affords time to raife new fuppUes, 
in proporuon to the debts contrafled ; and if thefe, 
vhen new, and raifed' in time of war, prove fufBci* 
ent to anfwer the intereft ofihe loan, they will pro- 
bably do more as they continue to be levied, and 
upon the return of peace. 

One very remarkable difference between the flate 
of credit in the two nations isj that in Britain the - 
objed of attention is the rate of intereft ; in France 
it is the fpeedy repayment of the capital. The great 
care of a Britifli minifter is to fupport the price of 
the funds : the meaning of which is, to keep the In- 
tereft of money low. Did not the price of the funds 
regulate the rate of money, the ftate would be no- 
wife concerned in the price of them. 

Now the credit of Great Britain is fo firmly efta^ 
. bliflied, that flie may command money at all times, 
provided ihcwill give the intereft required. ' 

The cafe is totally different in France. Her cre- 
dit is not well eftabliflied j that terrible Miffifippi- 
monument, of ncr.r a thoufand millions, ftandihg 
fixed upon the ordinary revenue to this day at 2i 
per cent, firft reduced from the moft exorbitant inte- 
reft, by fucceffive afls of power, after the late King^s 
death, and afterwards ft:om a moderate intereft of 4 
per cent, to ai per cent, in the year 1720, it reafon 
fufficient to deter monied men. from lending to 
France upon perpetual intereft. . 

In borrowing upon life-annuities at 10 per cent. 
and upon lotteries at nearly the fame rate, for 1 1 or 
12 years, France obtains credit for large fums. 

She 
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. She alfo borrows with tolerable fuccefs at 5 per cent. 
when there is a lottery-claufe put in, which ftipulates 
a Jarge Turn to be annually paid for extinguilhing the 
capital. Tlie reafon is ; becaufe flie is more punc- 
tual to fuch engagements : they retnain conllantly 
under the eye of the public : the ftock-holders con- 
fider their money as conftantly coming in ; and any 
interruption in the payment gives a general alarm. 
But when funds are fettled at perpetual intereft, peo- 
ple lofe fight of the capital altogether^ The contrafls 
by which they are commonly conftituted, are not fo 
eafily transferred as other funds : in a word, it is 
mot the tafte of the French nation to lend their mo- 
ney in this way, and far lefs the tafte of ftrangers ; 
and the reafon is this ; as matters have hitherto been 
condu£tedy it has by no means been their intereft. 

Before the commencement of the late war, no fe- 
curijy in France was looked upon as better than the 
aOions of the company of the Indies. This was a 
iiind of perpetual intereft. They brought in to pur- 
chafers little more than 4 per cent, and every body 
vilhed to have them. .. Every a£tion bore a dividend 
of eighty livres a year ; and the a^onitfelf fold from 
eighteen to nineteen hundred livres. The war had 
not lafted four years, when the dividends were re- 
duced to one half, and the capital fell to about 706. 

Iii Aort, all perpetual funds in France, whether 
upon government or company-fecurity, are very pre- 
carious ; and while this is the cafe, we may conclude 
that the credit they are built on is precarious alfo. 



CHAP. 
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CHAP. vni. 

Contingent Confcquences of the Extenfwn ofCredtlt 
and Increafe of Debts. 

"LT AVING applied the principles of public credit 
' to the ftate ot' facts in Great Britain and France, 

fuch as I have been able to coUeft them, I mull ob- 
ferve, that all (hort iketches of this Itind are intended 
principally to fatisfy a general curiofity which man- 
kind has, to know a little of every thing : and although 
they may appear fuperficial and incorreft, to perfons 
thoroughly inftruded in thofe matters, they ftill ferve 
our purpofe ; which is merely to take them as fpme- 
thing approaching nearer to truth than bare fuppofi- 
tions can do j and in this light they fufficiently anfwer 
the purpofe of illuftrating the fubjefl we are upon. 

I now proceed to inquire what may be the confe- 
quences of this mighty change produced upon the 
policy of induftrious and trading ftateS, from the 
enablifliment of credit, deb.ts, and taxes. ' 

I have, from the very beginning of this inquiry, 
occafionally taken notice of the influence which fuch 
a change muft make upon the fpirit and manners of 
a people. The lower claffes, who are flow m forming 
combinations, do not foon comprehend the neceflary 
confequences of fuch revolutions. Even minilters 
have been often at a-Iofs to judge of the confequences 
vhich might follow upon fome fteps of their own 
condufl: relative thereto, although taken upon ma- 
ture deliberation. 

When public credit is .employed for raifing money 
upon a plan of refunding the capital, either by uni- 
form 
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form annual payments exceeding the interefl:, or by 
funds eftablilhed for finking the capital, no contin- 
gent coafequences can happen, provided the plan 
be executed : the debts contra£l:ed will be paid, and, 
matters will return to their former ftate. 

Wheii public credit is employed for raifing money 
upon payment of a perpetual intereft ; or if, what- 
ever be the plan laid down, capitals fiiould not hap- 
pen to be difcharged, but the' debts (hould fwell 
continually ; in this cafe, the contingent confe- • 
quences aie many and various, far exceeding any 
man's fagacity to inveftigate. 

If we judge of them from what pad experience has 
- taught us, we may conclude, that, in one_way or 
other, all debts contracted will in time difappear, ei- 
ther by being paid; or by being abolllhed : "becaufe 
it is not to be expeded that pofterity will groan un- 
der fuch a load any longer than it is convenient ; and 
becaufe in fa£t we fee no very old public debts as yet ■ 
outUanding, where intereft has been regularly paid 
out of a fund which has remained in the poflellion 
of the ftate. ' 

This is a very rational conclufion from paft expe- 
rience ; but it is relative only to the circumftances 
of paft times. While the debtors are the mafters, 
there is no difficulty of getting clear of debts : but 
if the confequence of this new fyftem Ihould be to 
make the creditors the mafters, I fiippofe the cafe 
may be different. Farther, 

In former times public debts were contraSed be- 
tween the ftate and its own fubjefts ; but at prefent 
we fe<^ that in fuch loans, foreigners, even enemies, 
lure invited to concur : and the better to engage them 
I ^ to 
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BOOK to it, a total immunity is promifed from all taxes 
V*-v— ' upon the intereft to be paid by the borrowers. 

This drcumftahce has already drawn the attention 
of Princes, in the difcuflion of their reciprocal con- 
cerns. We few how, in the treaty of Drdden, 
which took place after the King of Pruffia's invafion 
of Saxony in 1745) it was -provided by the 6th ar- - 
tide, that all debts due by the bank of the Stetter 
to that Prince's fubjefts, were to be paid, on pre- 
fentation of their contracts. 

We have not indeed as yet feen wars carried on 
for the payment of debts ; but the cafe may happen, 
' and kingdoms may be carried off upon fuch preten- _ 
fions, as well as private properly. What a chain of 
contingent confequences arifes from this fingle com- 
bination, were this a proper place to introduce them ! 

But without going to the fuppofition of Princes 
or nations becoming reciprocally engaged in debts, 
and thereby, involving fuch mighty interefts in the 
fupport of public faith, we may eafily conceive, 
that a monied interefl, of a long Handing, may 
have influence enough to produce a- change upon 
the fpirit and manners of a people. 

Let me here take the example of Great Britain. 
Do we not fee how the fpiritof that nation is totally 
bent upon the fupport of public credit ? And do 
we not fee how abfolutely their commercial intereft 
depends upon it ? Can it be fuppofed, that every 
one has combined all the confequences which may 
' flow from the conftant fwelling of their debts ? Or, 
indeed is it pollible to determine what will be the 
confequences of them ? This however we may fup. 
pofe at leaft, becaufe we fee the progrefs of it al- 
ready, 
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ready, that the intcreft of the creditors will djdly c h^ a p. 
gather ftrength, both in parliament and without - . -^-^-^ 
doors: and if from fmall .beginnings it have arrived 
at the pitch we now lee, it is very natural to con- 
clude, that, in time, it may becpme Uronger, and 
that at laft, the creditors of the nation may become 
the mailers of it. 

When any one intereH; becomes too predonunant, 
the profperity of the ftate ftands upon a precarious 
footing. Every intereft Ihould be encouraged, pro- 
- teSed, and kept within due bounds. The following 
fpeculations are intended for the application of prin< , 
ciples to new and unexperienced combinations ; 
where natural caufes may work their dired and im- 
mediate efie£ts, and thereby prove prejudicial to the 
general wel&re, unlefs they be forefeen in fome de- 
gree, and proper remedies be prepared againll them. 

Europe was polTeired by our anchors free from 
taxes \ our fathers faw them impofed, and we now 
fee how faft they become mortgaged for our debts. 
We can as little judge of the extent of our credit^ 
as they could of the pofTibility of contributing fo 
iarge« fund for the fupport of it. 

A% the planvof impofing taxes has been extended, 
we fee the public coffers ■ every day receiving a valt 
flux of money, and like the heart in the human > 
body, throwing it out again into drculation. Hap- 
py ftate, could it be lafting, and were this 6ux and 
reflux preferved in a due proportion to all the ufes 
for which it is intended ! But fUtes have their vices, 
as well as private people. Public opulence Ihould 
be proportioned to public exigences : but how often 
do we fee ambition putting on the face of public 
1 4 fpirit. 
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fpirir, and animating the refentment of a nation, 
under colour of providing for her fecurity ? Hence 
wars, from wars expence : recourfe is had to credit, 
money is borrowed, debts are contra^led, taxes 
are augmented ; all this increafes circulation, which 
) demands a fupply of currency : this is procured by 
melting down the folid property. Thefe operations 
performed, the public money is either fent abroad, 
or remains at home. If fent abroad, more property 
muft be melted down, in order to fill up the void. 
If it remain at hoQie, it will animate every branch 
of circulation ; pnd when the exigence, which re- 
quired this additional quantity of money, is over, 
what circulation finds fuperfluous, will ftagnate in 
the hands of the monied intereft, and will either 
form a fund for the filling of new loans to govern- 
ment, or it will be laid out in the purchafe of. the 
property ■ formerly melted down, which produced 
it J and thereby will be confolidaled a-new. 

Every interell in a ftate muft influence the govern- 
ment of it, in proportion to its confequence and 
tvdght ; and every government muft influence the 
* fpirit of the people who live under it. 

Now, as we-have feen how induftrycreates wealth; 
how wealth and confidence create credit ; how cre- 
dit creates debts and taxes ; how thefe again occa- 
lion an augmentation of money, by the melting, 
down of property ; and how this property becomes 
transferred tQ a new fet of men, once the monied 
intereft, who afterwards acquire the lands, and con^ 
folldate this quantity of money which is become 
fuperfluous to circulation ; does not this chain of 
confequences reprefent a kind of circle, returning 



■,,Goc>^lc 



OF POLITICAL <ECOMOMY. iil 

into itfflf? And is it not plain, that withoi^ the chap. 
intervention of this engine, namely the money ere- ■_, . ■'. 
ated in proportion to the. demand for it, the chain 
would be cut off, before it could reach the link from 
which it Jirft fet out ? Will not this converfion of the 
former monied intereft into a new landed intereft, in- 
' fenfibly infpire the bulk of the landlords with fen- 
timeAts analogous to a monied interell ? Is riot this 
evidently rhore and moje the cafe every day in Eng- 
land i And from this may we not prognolHcate the 
■ iblidity of public credit in <haE nation ? 

If on the other hand we find, as in France, in- 
duftry in times of peace drawing wealth from other 
nations, and thereby increafing the coin, upon which 
alone credit is circulated through the kingdom ; 
and then foreign expence fending it away in times 
, of war J muft not circulation keep pace with the 
coin, that is to fay, be drcumfcribed within the 
proportion of it ? 

If the folidity and extent of the King's free reve- 
nue Ihould afford credit to borrow this coin j and . 
if, without providing a proportional fupply of cur- " ' * 

rency to fill up the void, the coin borrowed be 
fent out of France; how can the ordinary circula- 
tion be carried on ? 

Let us here recal to-mind what was faid in the 
22d chapter, upon banks, where we diftinguiflied 
voluntary circulation, which is buying, frbm invo- 
iuntary circulation, which is paying : we there ob- . 
ferved ha'n paying muft always take place of buying j ■ . 
consequently, we may here deter-mine that taxes 
muft be pjud before buying, that is confijmption, 
can go oni The deficiency therefore of coin for 
circu* 
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circulation, will, firft, proportionally zSe& the trade* 
J manufadures, and confumption of France, and a& 
terwards the revenue which arifes from them. Is 
not this the conftanc complaint in France, when 
war carries off" their coin ? The remonftrances of 
all thdr parliaments are filled with it. 

In times of peace, the amount of what comes 
from the people is greater than in time of war : but 
then there is coin fuffident for all the payments ; 
and when they are made to the royal treafury, they 
immediately return into circulation, and no' hurt is, 
felt. ' 

I infift the more upon this principle, and I intro- 
duce it in fo many different ways, and under fuch 
a variety of views, becaufe I take it to be one of 
the moft. important confiderations in the whole doc- 
trine of credit, and one which I have never feen 
fuggefted by any French or Englifti writer upon 
this fubjeft. Many are the complaints for want of 
money ; but no method have I ever feen propofed 
for obtaining it from folid property } the eafieft and 
fafeft of all operations, when conduced with honefly, 
and according to principles. 

As money therefore is the means of cloftng the 
ch^ of confequences already mentioned, and form- 
ing it into a circle, as has been faid, we plainly fee 
how, when it is wanting, the fame eSe£b cannot 
be produced} and confequently the country of 
France, where money is confined to the coin, will 
be very long of adopting the fentiments of a monied 
interefi; whether for its profit -or its lofs, in tho 
end, is not here the queffion. 
We have now traced the contingent conlequencet 
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of public credit as fiir as to Ihew how it may tend chap. 
to Influence the fpirit of a people, and make them .— p^— .^ 
adopt the feniimdnts of a monied intereft. 

The allurement -of acquiring land-property is 
very g^eat, no doubt, efpecially to monied men. 
The eafe and affluence of thofe, on the other hand, 
who have their capitals in their pocket-books, is 
very attraQing to the eyes of many landlords, efpe- 
cially at a time when they are paying the heavy taxes 
laid upon their polfefllons. 

The firm eftabiifliment of public credit tends 
greatly to introduce thefe reciprocal fentiment? of 
good-will among the two great claffes of a people, 
and thereby to prcferve a balance between them. . 
The monied. intereft wifli to promote the profperity 
of the landlords ; the landlords, the folidiiy of ere* 
dit ; and the well-being of both depends upon tho 
fuccefs of trade and indullry. 

Let us now fuppofe what is aftually the cafe in 
Great Britain, that from the fwelling of public debts 
an enormous fund of perfonal property is created. 
This is formed out of the income of the whole na- 
tion } and as it has been purchafed by thofe who' ^ 
have lent money to the Hate, in common language 
it is included in what we call the monied intereft : 
it is however very diftind from it» as will be under- 
ftood from what is to follow. 

The capital of the public debts is the price which 
has been paid for the annuities due to the creditors, 
and is now no more money to them than land is 
money to the landlord. It may be turned into mo- 
ney, no doubt ; but fo may land. 

The niomed intereft, consprehends, thofe only 
3 , who 
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"o**K who have money, not realized upon any fund, and 

w—M'W who either employ' it in the way of trade, in 
the way of induftry, in jobbing ih land, in ftock^ 
or in any way they pleafe, fo as to draw from it 
anannuaf income. While it is fixed, that is, given. 
for any permanent va.lue, it ceafes to be money ; 
when it is called in, it becomes money again. Let 
fiock, therefore, fuffer ever fo many alienadons 
from band to hand, it flill continues ftock : it never 
can become landi it never can become money, un- 
til it be paid off by government. I hope thisJdea 
is fo clear, as to be vveHunderftood. Stock, there- 
fore, I here confider as one great branch of folid 
perfonal property ; as far as the fecurity of govern, 
ment is folid and good ; andasfucb, may be melted 
down into money by banks, as well as any other 
thmg. ' . ■ 

-Now I have faid that this fund is formed out of 
the income of the whole natiofl ; confequently by 
Jvrldi here, I do Jiot underftand the capital, which 
exifts no more, but the intereft which is drawn for 
it : it is this interefl;, I fay, which is paid from the 
land, the money, the trade, the induftry, &c. which 
forms one great bran,ch of the monied intereft of 
Engiand. From the land, out of the amount of 
the taxes charged upon it ; from the money, trade, 
induftry, &c. out of the amount of proportional 
taxes, fuch as excifes, cuftoms, falt-tax,. ftamp-du- 
ties, "and the Uke. 

The mo.re the national debts increafe, by the 

mpnied intereft realizing into this branch of folid 

propertythe funds, the more the taxes muft aug? 

ment;. and confequently, the more the proprietors 

- of 
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of the funds themfelves muft be affe£led_ by fuch ^ "]*,''■■ 
taxes, as well as the landlords. s— -v— J 

FWm this expofition of the matter, it maybe 
concluded, that aS proportional taxes affect ^/ery 
man's income, according to his confumption ; the 
landlord, cateris paribus, who pays a land l^, as 
welt as his proportion upon his confumption, is more 
hardly dealt with than the proprietor of the other 
branch of folid property, the funds, who pays his 
proportion only of the laft. 

Biit the condition of the ftockholder U not equally 
''. fivourahle to that of the landlord, for two very plain 
reafons. The firft is, 'that the income of his ftocfc 
cannot increafe ; that of the land may. The fecond 
is, that the fwelling. of this great capital of ftock 
has the effed of finktng the inlere(t upon it, and 
confequently of dimihifhing the income of the ftock- 
holder ; "and in proportion to \his diminution, the 
value of land muft augment. Now I readily allow 
that the augmentation upon the -^^i/uf of lands is no 
inducement to a landlord to turn them into money ; 
becaufe he would then lofe upon his money, what 
he gains upon the additional price received. But it 
is a great advantage in another refpeft, namely, thaf 
he thereby diminilhes the interefl he pays upon his 
debts, if he have any ; and if he have none, it eni« 
aWes him to borrow at a lower rate for the future ;. ■ 
and by improving his lands with the money bor- 
rowed, he may augment his income much beyond 
' the proportion of the intereft paid; 

It is therefore neceOary, in impofmg land taxes, 
rightly to- combine every circumftance ; that the '\ 
jbad of all impofitions iiiay be equally diftribute4 

upoa- V 
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upoH every' clafs of a people who enjoys fuperfluityi 
' an3 upon no ottier. If, after a fair dedufUon of 
principles, 'this Oiall appear a thing pofSble to be 
done, we may expeft to fee ftatefmen engaged to 
depart from the old maxim. of grafping at what is 
readieH: and nearefl at hand, to wit, the landed pro- 
perty, with a view to fpare a clafs of people, which^ 
in a well regulated Hate, never can be made to feel 
the burden of any proportional tax whatfoever j I 
mean the indufl:rious poor. 

] now proceed in my inquiry into the nature and 
confequences of the fwelling of this great branch of 
property, the public funds. 

As to che nature of it, we have faid already, 
that it is formed by realizing money into ilock. 
When government borrows, the lenders mud be 
people who have money. If the loan be made at 
home, the money is no fooner paid in, than it is 
^^lent ; and as we may fuppofe that it would not 
have been lent, had either the lenders found it ne- 
cefiary for their current expence, or had they found 
a more profitable way of realizing it than by lending 
it to government, we conlider it as having bfcen in 
a flate of ftagnation ; but being lent to government, 
it is thrown into a new channel of circulation. 

Farther, this money ftagnating in the hands of 
the lender, either proceeded from his income, which 
exceeded his expence, or from the profits of his in- 
duftry. In alher cafc, the country is neithet poorer 
or richer, when confidered in a cumulative view, ' 
than if the facte fum had been lent to [Nivate people 
at home. 

L^ us next fuppofe the money to have been bor- 
rowed 
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nJwed for the exigence of a foreign war. In this ^ vm'*' 
cafe, if it be borrowed at home and fent abroad, it '— v^— <• 
muft firft be converted into the money of the world, 
gold and filver, and then fent off, to the diminution 
of this kind of property ; or it mufl go abroad in 
the money of the country, credit, to the diminution 
of the annual income upon which the credit is efta- 
bUfhed. As this laft operation may not be fo clear, 
an example will explain it. 
. Government borrows one million ; it is paid in 
paper, and muft be fent to Holland. If at that time 
a balance be due by Holland of ohe million, bills 
mil readily be found for it. In this cafe, the balance 
of trade is borrowed as it were by government, and '. 
becomes converted into a capital of a million in the 
public funds, the interefl: of which will remain 3t 
home,, and,. continue to be the property of the na- 
tion. But as the value of this balance is fent to 
Holland and fpent abroad, it is, upon the whole, 
to the natjon, as if no balance had been due to them. 
This I call a lucrum ceffdm to the country. 

But fuppofe no balant^e to be due by Holland at 
the time the million comes to be fent off, I fay the 
confequence will be, to alienate in favour of fo- 
reigners a part of the annual income, proportion^ 
. to the whole intereft paid for the loan, whether it 
' has beenfubfcribed for by foreigners, or by natives. 
. If the fiibfcription be filled by foreigners, the 
confequence is evident : it is equally fo in the other 
cafe, upon a little reflefUoii. 

Suppofe then the million fubfcribed for, and paid 
in London. - Bills are fought for } none are found, 
I me^n in the way of reciprocal compenfation, does 

not 
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BOOK not this fam immediately become a balance again^ 
-— ■- y i^i London ? And as a country lofes ail fuch balances, 
and the country to which they aredue gains them, 
ihis million is lo(l to -England, and forms what I 
call a damnum emergens ; ihat is to fay, her former 
property or income is fo far diminiftied, or comes 
to be transferred to fl:rangers4 '■ ' 

From this we may conclude, that in all matters 
of public borranving, it is of no confequence whether 
the fubfcription bt; filled by natives, or by foreigners, 
■when the value of it is to be fent abroad. 

Let us next examine the flate of the queftion 
* when the loan is made in order to be fpent at home, 
as is the cafe after a war, when the unfunded debts 
come to be paid off. 

We have faid that loans are filled by money ftag- 
Mting, which the owner defires to realize : if he 
cannot do better, he lends it to government ; if he 
can do better, he will not lend it. ' - 

White the ufes of domeftic circulation abforb all 
the money in the country, that is to fay, when there 
" are private perfons ready to borrow all the money 
to be lent, at this time government cannot borrow 
at home ; and if they did, by offering a high interefl 
for it, the borrowing would do harm to circulation j 
becaufe it would raife interefl at home, or difappoint ' 
thofe who would gladly borrow it, for little more 
than the interefl offered ,by government. 

Let us next fuppofe that after a war, when the 
unfunded debts are either bearing a high interefl, or 
felling at difcount, government (hall find an advant- 
age in opening a fubfcription, which may be filled 
&om abroad, at a lower rate than the then actual 
■* value 



■,,Goc>^lc ■ 



OF POtlTICAL CECONOMY. «9. 

value of money. Suppcrfe, I fay, the Dutch Ihoold' chap. 
be willing to lend at 3 per cent, while money in •_r,-^- 
England ftood at ^per cent. I aflt if, in this cafe,' . 
government ought to biorrow from Holland, at the 
expence of fending the intereft out of the country, , 
rather than fufer fuch debts to fell at difcount ; or 
continue paying a higher intereft at home for whati 
they owe ? 

It is my opinion that fttU they ought to borrow 
abroad, for the following reafons. That if the high 
intereft at home proceed from want of money, that 
■ IS to fay, from circulation not bang full enough, 
it is their intereft to borrow, wo'e it for nothing 
elfe than to fupply circulation ; becaufe uolefs this 
be full, all induftry muft, languilh. But fuppofe it 
Jfaould be f^d that circulation is &U enough, that 
induftry fuffers no check from that quarter, but 
that there being no fuperfluity of money, intereft 
ftands I per cent, higher than it would do were there 
' confiderable ftagnations. In this cafe" alfo, I think 
it is their, intereft to borrow, were it for no other 
reafon than to produce fuch ftagnations. 

It is a general rule every where, that there is no 
having enough' without having a fuperSuity ; at teaft 
there is no certainty of one's having enough without 
finding a fuperfluity. B6rrowing abroad, therefore, 
in fmall fums, at fuch a time, will produce ftagna* 
tions at home, from which fucceeding loans may 
be filled, after circulation is ftifficiently provided : 
and even in cafe more fhould be borrowed from 
ftrangecs than may be found nsceffary ; and that 
in confequence of this, too much money fhould 
corae to ftagnate at home, after the demand of go- 

Voj- IV. K' vernment 
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BOOK venunent is over ; diemomed inter^ would (ben- 
■_.-^,'-,_- lend} in their turn, to other ftates, where interelt 
is higher ; and the annual returns from that quarter 
would more than compenfate what mv& be fent 
away, in confequence of the former borrowing. 
' From thele combinations, let us draw fome con- 
clufions. 

Firft, That the effefl: of public borrowing, or 
national debt^ is to augment the permanent income 
of the country, out of ftagnating money, and ba- 
lances of trade. ' 

Secondly, That this income fo cmted, may be 
dther the property of natives, or of ftrangers. 

Thirdly, That when money is found to regorge, 
ma country where circulation is not diminifiiii^, 
k may be fuppofed to proceed from the coming in 
of a right balance of trade. 
, Fourthly, 'If llagnadons in one part be ibund to 

interrupt circulation in another, public borrowing, 
for domeftic purpofes, has the good effqQ: of giv- 
ing vent to the llagnation, 'and throwing the mo- 
ney into a new channel of circulation. 

Fifthly, That the fum of intereft paid by any 
nation to ftrangers, fhews the general balance due 
by the nation, after deducing all the profits of dieir 
paft trade from all the expence of their foreign 
wars. Cj. 

But here it muft be obferved, that as on oo£ 
hand we are comprehending all that is paid to fo- 
reign creditors, on accmmt of the fundi they have 
" in England, for example, fo oa the other hand, 

muft be deduced fixtm this, all die like payments 
made to' Engliflunen by other nadons. 

Sixthly, 
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Sixthly, Fron> this laft circnmftance ■we difcover, 
that the lending to other nations by private hands, 
-produces the fame efTe^ to a nation as if the ilate 
were actually paying off the debts due to (Irangers. 
Confequently, when Mofes permitted iht Jews to 
lend to ftrangers at intereft, and forbade fuch loans 
among themfelves, his view was to eflablilha fo- 
reign tribute, as it were, in hvom of hts awn na< 
tion, inftead of promoting' luxury at home. 

Seventhly, As the balance due to a nation apon 
her trade, is found to compenfate, pro tantOf the 
money {he fpends abroad, we may from the fame 
principle conclude, that fo foon as ihe ceafes to ex* 
pend money abroad, the balance of trade in her fa- 
vour, if not realized at home in fome new improve- 
ment, will(lim)ni(h,^roji3n/0,theinterefl;, orcapitala 
-due to Grangers. This is evident from the nature 
of balances, of which we have treated already. 

Eighthly, The confequen'ce, for example, of 
England's owing large fums to ftran^rs, will, from 
the fame principle, conflantly prevent exchange 
from rifing very high in her favour, when the ba- 
latice of her trade comes to be paid to her: becaufe 
on every fuch occafion, her foreign creditors will , 
be glad to difappoint exchangers, by fumifliing bills 
for their intereft, or capitals, to thofe who owe the 
t^laAe } the confequence of which is plainly to 
diminifti the foreign debts". 

Tlus circumftance implies no lols to the nation 
vhich fs creditcH* in the balance of trade, and debtor 

* We muft always arefuUy avoid couiouDding tbe graid b*' 
lance 9f payments with the balance betneeo importatiog and ex- 
pottatioo, which I tonfider as the bahuice of tracfc, 

£ 2 upon 
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BOOK upon the capitals ; becaufe we have proved that the 
v.— v-v-f price of exchange ner^ afie£ts a nation, but certain 
individuals only, who pay it to others of the &me 
nation. 

This is fufiicient, I think, to point out in fome 
degree the nature of a national debL I come next 
to examine theconfequences of its conftant augmen- 
tation J when'proper meafures are not taken, dther 
to pay it off", or to drcumfcribe it within certain 
bounds. .. 

In what is to follow, I Ihall throw all confide* 
ration of capitals totally out of the queftion ; and 
as to the amount of taxes, it is quite indifferent 
whether the money proceeding from them be in 
confequence of an improvement made upon thofe 
ah:eady effablilhed, or from new impoGtions : fuch 
combinations will come in more properly afterwards. 
If the interell paid upon the national debt of 
England, for example, be found conffantly to in- 
creafe upon every new war, the confequence will 
be, that more money muft be raifed on the fubjeft 
for the payment of it. The queition then comes 
to be, Firft, How far may debts extend ? Secondly, 
How far may taxes be canied ? And Thirdly, What 
will be the confequence, fuppofmg the one and the 
other carried to the greateft height poffible? - 

1 anfwer to the firft, that abflra^ing froik cir- 
cumltances which may difturb the gradual progrefs 
of this operation, before it can arrive at the neptus _ 
ultra, debts may be increafed to the iuU proportioa 
of all that can be raifed for the payment of the in- 
tereft. As to Ae fecond. How far taxes may be 
carried, I Qiall not here anticif^te the fubje£t of the 
foUowinj 
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following book, any farther than is neceffary to re- char. 
folve the queftion before us. ■_^,-^- 

Taxes, we have faid, either afie£t income, or 
confumption. The land-tax of England is now at 
4 (hillings in the pound, upon a fupjpofed value of 
the property affefted by it, which is alt real and 
perfonal eflates, the {lock upon lands, and iomt 
few other particulars excepted. 

This tax may be carried to the fiill value of all 
the real eftates in England. As for perfonal eflates 
it never can affed them'propoi;tionally ; and this 
part of the flatute of land-tax which- pafles every 
year, and impofes 4 {hillings in the pound on per- 
fonal eilates, carries, in it a mark of our former ig< 
norance in matters of taxation. 

The notion of aftually impofmg 20 fliiUings in 
the pound upon the real value of all the land-rents 
of England, appears to us perfeftly ridiculous. I 
admit it to be fo ; and could I have difcovered any ' 
argument, by which I could have limited the rifing 
of the land-tax to any precife ntimber of fliillings 
under twenty, I fhould have ftated this as the maxi- 
mum, rather than the other. 

The fecond branch of taxes comprehends thofe 
upon confumptions, excifes, and the like. The 
maximum as to this branch muft depend upon the 
interefts of foreign trade ; becaufe this is a£fe£led in 
a certain degree by the prices of domeftic induftry. 
Other taxes have not this effe^ as we fliall (hew 
in its proper place. 

But as foreign trade on the other hand is not ef- 

fcntial to the fupport of the dqmeftic induftry, con- 

fumptioii} circulation, &c. of any nation, as has 

K 3 been 
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been proved in the fecond'book, but merely to its 
increding ia wealth proportionally to other nations j 
were fordgh communications cut ,off entirely, I per. 
cdve ho limit to which I can confine the extent df 
propprtional taxes. Let me therefore fuppofe a 
term beyond which impofitions qf all kipds muft 
come to a flop, and then afk, in the third place^ 
whatthe confequence will be ? I anfwer, that the 
ftate'wUl then be in poffeffion of all that, can be 
raifed on the land, on the confumption, induflry 
and trade of the country ; in ihort, of all that can 
be called income, which it will adminil^er for the 
public creditors. 

-When this comes to be the cafe, debts becomer 
extinguiflied of courfe ; becaufe they come to be 
confolldated with the property : a cafe which com- 
monly happens when a creditor takes poQefGon of 
an eftate for the payment of debts equal to its value. 

Government then may contiijue to adminifter for 
the creditors, and either retain in its hand what is 
neceffary for the public expence of the year ; or if 
it inchnes to fliew the feme indulgence for this new 
clafs of proprietors as for the former, it may limit 
the retention to a fum equal only to the intereft of 
the money wanted ; and in this way fet put upon 
a new fyftem of borrowing, until the amount of 
taxes once more extending to the amount of the 
pubhc revenue be transferred to a new fet of ere* 
ditors. This is the endlefs path referred to in the 
ninth chapter of the fecond book, which, after a 
multitude of windings, retupie into itfelf. 

A ftate, I imagine, which would preferve its pub- 
lic .faith inviolable, until a period fucb as I have 

been 
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been fuppofing, vouU run little rift of nor fining ^y,^^- 
credit for a new borrowing. The ppofpe^ of a £&• ■>.>- , i^*rf 
cond revolution of the fame kind with the Btft voald 
be very diftant ; and in matters of credit, vhich are 
conftantly expofed to rilk, fnch cvaits being out of 
the reach of calculation, are never taken into any 
man's account who has money to lend. 

The whole of this hypothefis is, I readily agree, 
deftitute of all probability ; becaufe of the infinite 
variety of circumftances which mayfruftrate fiich a 
fcheme. I introduced it merely to Ihew where the 
conftant mortgaging of a public revenue may end ; 
and to difprove the vulgar notion, that by contrad- 
ing debts beyond a certdn fura, a trading nation 
which hai a great balance in itifavour^ muft be in- 
volved in an unavoidable bankruptcy. To fay that 
a nation muft become bankrupt to itfelf, is a pro- 
pofition which I think implies a contradidion. 



CHAP. IX. 

Of Bankruptcies, . 
JN the laft chapter we have been running through 

a chain of confequences relative to the increafe 
of public debts, *hich appear as extravagant to us 
■at prefent, as it would have appeared to Davenartt, 
to have fiippofed the debts of this nation to grow 
up to their prefeht height, without the rift of in- 
■volving the nation in a general bankruptcy. 

But thefe confequences are merely corttii^nt. 

The prefent debts may dther be paid off, or the mt- 

K 4 lion 
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BOOK tion may be involved in a general bankruptcy. In 

»— „^ either cafe, the vaft property in the funds, this great 

article of permanent income, belonging to natives 

ani^ to foreigners, muft wither and decay, and at 

lafl; difappear altogether. 

We may therefore conclude, that one of three 
events muft happen, viz. either Firft, Debts will 
fwell to fuch a pitch as at laft to' pay themfelves : 
or. Secondly, The nation will be involved in a 
bankruptcy ; or. Thirdly, . They will be feirly paid 
. off, or at leafl drcumfcribed within reafonable 
bounds. 

The firft fuppofition we have examined ; the fe- 
cond we are now to confider ; the laft will be the 
fubjeft of the following chapter, with which I H^U 
. conclude this book. 

I fliall advance no argument to prove that the 
fcheme of a public bankruptcy is either lawful, 
' honourable, or expedient, if voluntarily gone into 
by a ftate ; becaufe I think it is diametrically oppo- 
fite to every principle of good govemnient. It is a" 
P^j^Yim uncontroverted, that a contract ought to be 
binding between the parties contra^ing, and Aat 
, it ought to be fulfilled in every article. If the pub- 
lic good be alleged as an overruling principle, to 
which every other muft give way, I readily admit 
the juftnefs of the exception. There is another ' 
of equal force, the impoffibility of performance. 
When fuch arguments are ufed to engage a nation 
to commit a deliberate aft of bankruptcy, two things 
muft be examined : the firft, is the iatereft which 
the publio has in adopting the fcheme : the fecond, 
N the confequenccs of it. What reafons a ftaie may 

havQ 
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hayefor breaking faith with her creditors, _I fliall , chap. 
confider aftenvards ; but let us iirft enquire what _, ^-,_- 
might be the confequences. of a general and total 
bankruptcy in England ; from which we may gather 
what difference it would make, were it partial only ; 
and by this ipquiry, we may be led to difcover the 
proper method of breaking faith, in cafe it Ihould 
become unavoidable. This is what in another place 
I called bringing credit decently to her grave j when, 
after being overilretched, it can no longer be fup- 
porred. 

A bankruptcy may take plaqe in two ways : either 
as a confequence of circumftances which cannot be 
, prevented ; or by a deliberate aft of government. 

Were the trade and inditftry of England to decay, 
the amount -of all the permanent taxes might fo fkr 
diminifh,. as to prove infufficient to pay the intereft ' 

of the national debt, and defray the exi>ence of civil 
government. Were the people to be blown up into 
a fpirit of revolt againll taxes, the fame event would 
. probably happen. In either cafe, the natural and 
immediate confequences of the bankruptcy would, 
probably follow one another in this manner : 

Firft, ■ Every creditor of the ftate would become 
poorer in proportion to the diminution of his income. 

Secondly, Confumption and the demand for work 
would diminilh in proportion to the part of that in- 
come withheld, which the creditors annually expend 
for thefe purpofes. 

- Thirdly, Trade would diredly fuffer, in propor- 
tion to that part of the faid revenue yearly thrown 
into it by the public creditors at prefent ; and it 
•would confequently fuflfer, in proportion to the hurt 
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BOOK refalting to private credit, from ihe confequenct< 
v^,-^-l^_^ of the bankruptcy. 

The creditors then would lofe all, the trade of 
England would be undone, and the multitudes who ' 
Hve in confequence of the demand for their induftry 
from the one and the other, would be reduced to 
mifery. Thefe immediate effeds would firfl numi- 
fefl themfelves in the capital. The confequences 
would foon be felt all over England : a diminution 
upon the confumption of the fruits of the earth ; 
a flagnation of that commerce which is carried on 
between London and the country (which we have 
feen to be equal to the amount of all the taxes, and to 
all the land-rents fpent in London) would foon throw 
every thing into confufion. But taxes would be abo- 
lilhed : of thai there is no doubt. Let a deliberate 
bankruptcy take place without any abolition of them 
by law, they would foon fink to nothing, from the 
utter impoffibility there would be found to pay them. 

A total bankruptcy, therefore, coming upon £ng' 
land, either from a decay of her trade, or a difturb- 
uice in colle6ing the pubhc revenue, would have the 
eSeSt of plunging the nation into utter ruin at home : 
what night be the confequences from abroad, I 
leave to the reader's fagactty to determine. 

Let me now fuppofe a bankruptcy to take place 
from a deliberate aft of power, with a view of ex- 
pediency. 

The difierence between the two cohfifts in thi« ; 
that in the firft, all the confequences we have men- 
tioned would follow one upon another, without a 
poffibility of preventing them i in the other, a plan 
to prevent them might be concerted. 

, Let 
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Let me then fappofe, that government fiiall find c hap. 
It expedient, at any time, to ufe a fputlge for the \.,.,-Jm^ 
public debts ; that they fhall fear no extern^ bad 
confequences, either from the refeiltment of thofe 
Aatfis who may be huit by it, or from the ambition 
of Dthen who may profit by it j that they fliali cooly 
refolve to facrifice the intereft of all the creditors in 
favour flf the whole body ; and that they (hall de- 
liberate upon the plan to be followed, in order to 
bring about fo great a revolution, without effentially 
hurdng any intereft in the fiate, that of the creditots 
alone excepted. 

In this cafe, I imagine, they would begin by or- 
<lering the amount of all that is p^d to the creditors, 
to be fet apart as a fund for the execution of the 
plan. 

They would purchafe all "over England, every 
article of produce and manufa£ture which' might 
remain upon hand for want of a market : they would 
feed all thofe who would be forced to be idle for 
want of employment : they would inftantly put pro- 
per employments into their hands ; one week's de- 
lay in the execution of this part of the plan would 
throw the manufaduring intereft into fuch confufion, 
as to be paft all remedy : they would furaifh credit ' 
to all the merchants fubfifting, in proportion to 
what they had loft by the extinftion of the funds : 
they would cilablifh offices every where, to fupply 
die -wants of thofe who would be totally ruined, un- 
til by degrees they could re-eftablifli confidence, the 
patent of trade, the mother of induftry. By fuch' 
precautions, properly taken, and properly executed, 
nooe vould iu&r but the unhappy creditors and 

their 
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their families, who, from great opulence, would be 
reduced to poverty. 

As far as'human prudence is infufEcient for going 
through fo great a detail all at once ; fo far would the 
efie&s of a general bankruptcy add hurtful confe< 
quences to thofe which in every cafe are unavoidable. 

Were a ftatefman endowed with the fupematural 
gift of turning the minds of a nation at his will, and 
of forefedng every confequence before it happened, 
fuch a plan might be executed. Another who, with 
the greateft capacity ever man was endowed with, 
would, for expediency, not from necellity, ddibe- 
lately undertake a general bankruptcy, I fhould 
confider as a madman. 

I (hould rather prefer to fubmit to the natural 
confequences which might refult from an accidental 
bankruptcy, than endeavour to avoid them by a 
plan too complicated for human wifdom to execute. 

Let us next fuppofe the fcheme to be fairly exe- 
cuted from a view of expediency, no matter how, 
and all inconveniences prevented during the execu- 
tion, what would be gained by it ? 

If by the fuppofition all taxes be kept alive, for ' 
at leafl a certain time, in order to prevent a total 
confufion, certainly no body could gain during this 
period ; even - the flate itfelf would lofe, becaufe 
every branch of confumption would inMlibly dimi* 
nifh. But that time elapfed, and taxes reduced to 
the loweft, who would be the gainers ? We ftiall 
fee when we come to the do£trine of taxation, that 
a fudden abolition of taxes. In confequence of a 
bankruptcy, would be advantageous to no body, 
but to creditors upon mortgage, and to the idle: 

not 
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.not to landlords ; becaufe their incomes would di- xaap. 
mioilh more than in the proportion of the prefent -. , ,^- 
land-tax, at lead their improvements would be in< 
terrupted, and their rents ill paid : not to the ma- 
nu&during clalTes ; becaufe at prefent they pay no 
taxes, but in proportion to their idlenefs or extra- 
vagance, as (hall be proved : the monied iiiterefl:, 
not fecured on land, would I fuppofebe extinguiihed; 
trade and credit at an end. The gains then would 
be confiaed to thofe who have money fecured upon 
land, where the capital is demandable. In fuch a 
fituation, the intereft of money would rife beyond 
all bounds ; and a debt which might have been con- 
fidered as a triSe before, might then carry off an 
eftate. The idle alfo who live peaceably upon a 
very moderate income, would find a great advantage 
from the fall of prices for want of confumption, antt 
from the dillrefs of the induflrious ; but the indi- 
gent poor, who are fupported from voluntary charity, 
would fuffer : all the great eftab^ilhmehts for labour 
and induftry, in public workhoufes and hofpiials, 
would fell to the ground : the numbers of poor who 
are there maintained at prefent would come upon a 
fociety, which is beginning to lofe thofe tender feel- 
ings of compaffion, which in countries of idlenefs, 
are more or lefs prevalent in pipportion as mifery is 
morcor lefa femiliarly before them. 

To fay all in one word, a total bankruptcy, and 
abolition of taxes, would bring this nation back to 
the fituation it was in before taxes and debts were 
known. 

Doeg any bodyimagine that our prefent fituation 
U oot E^ialogous to our prefent policy, and that 
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it is poflible that independently of the fame circam* 
{lances ve fhould long continue to enjoy the ad- 
vantages, we feel f No : were we in the fame fitua- 
tion as formerly, we Ihould feel as our fathers 
fett. They had as good underftandtngs to improve 
their circumAances as we have ; but they had to 
do with an idle, we with an induflrious common 
people. Trade and credit have been long at work 
to effeft this great revolution : the operation is 
not as yet compleated, and a total bankruptcy 
now, would deftroy every good effe£t of it for a 
long time. ' 

Were taxes made to ceafe, the large fums which 
proceed from them would difappear entirely. Mo- 
ney would not, as fome imagine, become equally 
diftributed among thofe who now pay the taxes, 
and fo proportionally increafe every man's income. 
The reafon is plain : the money paid for taxes, dr- 
eulates ; becaufe it is demanded by the public, and 
is fpent by it. Were taxes fupprefled, people hav- 
ing lefs occafion for money than formerly, would 
drculate Ie& in proportion. It is the neceflity of 
paying taxes, which creates this money for the pay- 
ment of them ; and when this method of creating is 
not contrived, the taxes cannot be paid, as has been 
often faid. Now it is this great flux of money from 
taxes which animates the trade of England : take 
them out of the circle, what becomes of the whole ? 

To fuppofe, therefore, fo great a revolution ii| 
the circulation of a country, as that produced by 
the cef^tion of taxes ; and to fuppofe no intenuption 
from it upon the ftate of induftry, and the employ- 
ment of tb« people of ^hia nation, is a proportion 
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I mull reject, as bang contrary to all principles ; 
' and CO this ajnong the reft, that it would be a mod 
fiidden, and a moft violent revolution; which 
throughout the, whole courfe of this inquiry, we 
have found to involve inconveniences beyond the 
power of any theory to point out or to remedy. 

Upon the uliole we may concludej that the fatal 
confeqtfences of a bankruptcy would be many ; and 
that the good refulting from a total abolition of taxes 
would be confined to two objefts. Firft, A relief 
to thofe who pay them upon their pofieflion$, or 
perfons. Secondly, A diminution of prices in fa- 
vour of the idleat home, and of trade abroad: great 
obje6s, no doubt, could they be obtained at lefs 
expence than the confequences of a total failure of 
public credit and domeltic induilry. Perhaps when 
we come to examine the pruiciples of taxation, we 
fliall find that taxes do not raife prices fo much as 
is genendly believed ; and thofe principles which 
influence the application of public money, will point 
out better expedients than a bankruptcy for com- 
p^ng tbegrqit national objeds which we have jalt 
now mentioned. 

But let us fuppofe a cafe, which may poflibly 
happen, as matters feem to go on. Suppo&, I &y, 
that by continuing to carry on long and expenfive 
wars, the fum of interefl paid to ftrangers fhould 
exceed all that the nation can gain by her trade. 
Is this cafe, there mud be a general balance of 
payments againfl: her every year, which very foon 
would manifeft itfelf by the molt fatal confequences. 

The bank of England would be the firft to feel 

them, by the departure of all the coin and precious 

8 metak. 
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BOOK metals. Trade would feel them next, and thai 

\^ /■.__, indeed they would become univerfal. 

In fuch a fituation, I fairly acknowledge, that I 
cannot difcover any expedient to avoid a bankruptcy. 
Engaging the foreign creditors to become dtizfns, 
by the allurements of the greate'ft privileges, and 
bills of naturalization, are vain fpeculations. Unlefs 
fome refource, hidden from me, fliculd, upon ^ 
fuch an occafion, open itfelf, in the deep recefles 
of future events, I believe the nation would foon 
be driven upon the fetal rock of bankruptcy. The' 
idea of a nation's becoming bankrupt to itfelf, I 
have always looked upon as a contradiftion; 
but that it may become bankrupt to the reft of the 
world, isquite confiftent with reafon and commoa 
fenfe. 

I Ihall not take upon me to fuggeft what mode 
of bankruptcy would in fuch a cafe be the beft ; a 
total, or a partial one. The partial, I am afraid, 
would, in.England, work effects almoft as hurtful 
as the other. But if ever the cafe fhould happen, 
the only way will be, to watch over every fymptom 
of the approaching cataftrophe, and to improve cir- 
cumflances to the beft advantage. 
■ I cannot omit infertmg in this place the opinion 
of a moft fagacious and moft intelligent foreign 
merchant, moft confolatory to Great Britain, with 
refpea to the debts fhe owes to foreigners. 

The late Mr. Megens, who lived many years in 
England, compofed a treatife in German, which 
Mr. Horfley tranflated in 1752, under the title (rf 
the -Univerfal Merchant. In the 31ft Se£Uon of 
this work is the fdlowing paffage : . 

« And 
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*' AxTd although it' cannot be demed, that for c h a p. 
as much as foreigners are become great creditors ■ ■_.,.-»_r 
m the public debts of England^ a great fum of in< 
terefl muft be annually made good to them. Tet 
if it appear that the private people abroad, are more 
mdebted to the pfivatft people here, than fuch in* 
tereft amounts to ; the nation has no prejudicial 
draught upon it, on account of fuch debt } and that 
the general balance c/f trade is highly in favor of 
England." 

Few people, I am perfuaded, have any fuch idea 
as this laid down by Mr. Megfins. Happy, for 
Gi'eat Britain, could it be verified ! 

Of what infinite confequence is it then for a Britifii 
ftatefman to inquire iMo the amount of debts owing 
to ftrangers, and into the ftate of the balance cdF ' 
trade ? In.fpeaking of exchange, I thre^ out many 
things concerning the idea of putting that branch of 
' bufinefs into the hands of the bank, in conjun^on 
with the exchequer. Were the ftate brought into 
the dilemma of either fubmitting to this gradual de- 
cline of trade, from a caufe which could not be re- 
moved ; or of being puftied to the neceffity of leap- 
ing into the terrible gulph of a deliberate bankrupt- 
cy ; in fuch a dilemma, I fay, what infinite advantages 
might not be drawn from the management of ex- 
change? ' 

X have heard it faid, that the debt owing to ftran- 
gers was a great advantage to England ; becaufe it 
drew people to that market where their funds are 
fettled. I allow all the force any one can give to , 
-this propofition : But alas ! what would it avail, 
whenever England becomes incapable to famifh 
, Vol. IV. L goods 
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-BOOK goods eqiuTaleot to all her imports from abroad.' 
\j^,^' added to all Ihe oves to her foreign creditors i ■ 

I am very hi from fuppofing the 'preTent fitua- 
don of England to forebode the approach of any 
fuch difafter ; but it is good to reprefent to one's 
feif fome determinate objeft, by which we may judge 
of our fituation in times to come. 

Debts have increafed far beyond the imaginatioQ 

of every mortal. Great men h.3,ve uttered prophe- 

- - cies, which have proved falfe, concerning the con- 

fequences of a debt of one hundred millions. From 

this moll people conclude, that they will go on 

until fome unforefeen accident fliall dalh the fabric 

to pieces. 1 have been pretending tp fhew how ' 

they.may go on in a perpetual chain. But alas ! 

/ one fatal circumftance was there omitted i and now 

that it has been taken in, I think it ferves as a da< 

turn, to refolve the moft important problem of this 

fcience^ viz. How to determine the exafl: extent of- 

public credit. The folution of which is, That it 

is not neceflary that public credit fhould ever fail, 

Irom any augmentation gf debts whatever, due to 

aatives ; and that it muft bit, fo loon as the nation 

' becomes totally unable either to export commodities 

equal to all their imports and foreign debts, or to 

pay off a proportion^ part of their capital, fuffident 

* . to turn die balance to the light fide. 

From this proportion two corollaries may be 
drawn. 

Firfl, That the moft important ohjeGt in paying 
tiS debts, is to get quit of thofe due to' fbangers. 

Secondly, That whatever drcumftance has'a ten- 
dency towards diminifhing the burden of'for^^ 
debts, ihould be encouraged. 

' If 
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tf it be laid, that whenever oUr foreign debts e» chap. 

Ceed the balance of our trade, the beft way would ^^^-^ ^ 
he to break fidth with ftrangers^ and keep it with 
the fubjeas of the ftate i I anfwer, that were tha 
thing poffiblcj which I apprehend it is not, the con* 
fequence might prove equally hurtful. 

The greateft of all the inconveniences proceeding 
from a bankruptcy, is the ruin of induftry, and the 
flop piit to circulation. Can it then be fuppofed, 
that a country might execute fo glaring a fcheme ' 
of treachery to all her neighbours, and ftill continue 
ber correfpOndencfi with thenl in the open way of 
ir^e ? CertMnly not. Were all foreign trade to be 
ftopt at once, what a revolution would it occafi6n! 
The circulation of foreign trade, in the city of Lon^ 
don only, exceed^ perhaps the amount of all the 
taxes. A ftop put to this would occaiion fuch' a. 
ftagnation, as would ruin the nation as much as if 
the bankruptcy were to become univerfal. I do not 
here pretend minutely to trace confequences, which 
are infinite : all that can be done, is to fuggeft hintsi ~ 
which every one may purfue, in proportion to th« 
. extent of his combinations. 

The int^tion of touching iipon this fubjeft at all* 
u to Ihew, that the expedient of a fpunge, which 
- is frequently talked of .as a remedy againA the con- 
fequenA of debts, is, perhaps, more dangerous 
than any thing which can be apprehended from them. 
The reafon is, that the fpunge implies a more fud- 
' den bankruptcy than any one brought on in a gra< 
dual way, by natural caufes. '^ ' • 

Were natural and irrefiftible caufes totally to cut 

off all profit upon the trade of Britain, one cannot 

fay how far the other nations of Europe might not 

3L 2 ' find 
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•BOOK find it thdI^itttereft to aflift tu, provided we did 
^. / - our utmoft to pr«ferve our good iiuth to them. 
And as I think I hare made it fufficiently evident 
tliat notliing can lie gained by openly violating 
public feitii, tlie beft refolution a nation can take» 
is to adliere to it to tlie laft extremity, and to 
baniili fromtiieir thoughts every idea which may 
be repugnant to it. 



CHAP. X. 

Mctkid) cfctntriiaing mtppaying tf public Debts. 

WE are now to collefl together, in oile view, 
the feveral methods of contracting and paying 
oflF the debts of a nation. Such methods may be 
deduced, either from principles, or from what piac- 
tice has pointed out. 

The foundation upon which public credit is built, 
is die exiftence of a fure and fufficient fund for per- . 
forming the engagements comraSed- 

When, in the early times of public ciBdit, the 
vcpayment of the capital was an exprefs condition 
6f the loan, a poch more extenfive public fund 
was neceflary than at prefent, when no mwe is re- 
quired than the payment of the intereft. As fuch 
fauds never can be formed but from taxes, or ge- 
neral contributions from the people, the greater 
they are, the larger mull the contribution be. When- 
ever therefore there is occafion to contraft debt, the 
chief objeft of a ftatefman's care Ihould be, to mo- 
del the fpirit of his people fd as to dilpofe them to 
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concur in the proper refolutions to render the plan oh Ar. 
pn^Kifed as eafy as poflible in the execution, - >,— .i^^ 

la the firft place, the body of the people muft 
be made fenlibte that the confequence of omtra^g 
debts mud: imply a diminution upon the income of 
feme individuals ; but that the fewer the obllacles 
. thrown in the way of the loaii arc, the lefs mil this 
diminution be. 

In the fecond place, he muft gain the confidence 
of his people, fo far as to imprefe them with a firm 
belief that he will confult tbeir good, and nothing 
elfe, in what he undertakes. 

And in the lad: place, he mufl: gain the confid^ce 
of thofe from whom he is to borrow j and convince 
them that all covenants between the public and them 
will be religioufly performed. 

In a limited and free government, thefe three re- 
quifites are effential to the firm eftablifhment of 
public credit. 

"Where the power of the ftatefman is unlimited, 
he may fubftitute his authority over the people who 
are to pay, inftead of confidence ; but with refpeft 
to thofe who are to lend, he will find no room for 
any fuch fubftitution : confidence here is the only 
expedient. ' 

All therefore that is required of the ftatefman with 
■ refpeft to the people, is to enable them to do what . 
he requires of them. 

For this purpofe he muft eftabUfli credit with them, 

for finding the contributions he is to ejm£t of them j 

, becaufe they will have as much occalion for credit,. 

. in paying what is demanded of them by authority, 

L 3 as 
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' as he himfelf has in paying Svhat he is dbliged ta 
» pay, in confequence of his engagements. ' " 

If this general plan be not followed, the con-t 
fequence will be, that the produce of taxes will &tl 
on one hand, and public credit on the other. 

If all this operation cannot be preyioufly con, 
Certed, the plan of borrowing rauft be circumfcribed 
to funds previouOy eflablifhed. 

When money is borrowed before the fund be 
pre[^red, every obllacle which occurs in eftabhlh- 
ing it, becomes a drawback upon the confidence 
of thofe who lend, and renders the conditions lefs 
fevourable to the ftate which borrows, 

In the contraft of loan, the firft article to be 
agreed upon is' the rate of intereft.- We have, in 
the beginning of this book, examined the caufes ~ 
■^ of its life andfall; and have in general determine, 
that when the demand is for borrowing, intereft 
rifes; when for lending, intereft -fells. 

As the objed of the borrower is to have intereft 
low, the ftatefman who intends to borrow, muft 
ufeall poffible means to increafe the,quantity of mo- 
ney in circulation. 

But if coin alone be ufed as money, and if this 
coin be fent out of the country, when borrowed, 
and if what is fent away cannot be replaced at will, 
the fcheme of augmenting money becomes imprac- 
ticable : it will daily become more fcarce, more dif- 
ficult to procure, and intereft muft rife higher every 
day. Symbolical or paper money, that is crcditj 
muft then be eftablilhed at home, upon the firmeft 
bafis : this will enable eveiy one to pay what he 
owes; confeque&tly, the taxes- will be paid, the 
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creditors will recdive what is due to them regularly, c ha r. 
money will every year augment in proportion a» - ^ ^^.w 
debts are contra^ed ; and if borrowing do'not aug- 
ment beyond this proportion, intereft will not rife ; 
and if borrowing Ihould iall below this proportion, 
intereft will fink. 

Is not this whole dofbine verified in the ftrongeft 
manner by the operation of the Miflifippi ? At the 
death of the late King of France, money, had dif* 
appeared. Some years before, he bad, for feven 
millions in coin, engaged his kingdom for thirty-two 
millions ; upon a diftant . fund inde^, but ftill it 
became a debt to be paid.- Paper money had not 
been introduced three years, when intereft fell to 
a per cent. The paper indeed was aftually a bub- 
'blej but we have fliewn that it became fo from 
bad management dhly. 

By the augmentation of money, capitals ceafe to be 
fo valuable. 'By the melting down of property, the 
very capital, though in the hands of the ftate, may be 
turned into money by the creditor, whenever he hat 
occafion for it y in the fame way as the coin which is 
buried in the vaults ofthe town-houfe of Amfterdam, 
is conftantly performing all the uJes of circulation. 

The method, therefore, of borrowing money to 
the beft advantage, is previoufly to eftablifli a fund 
of credit, arifihg from annuid taxes ; to provide the 
people who are to pay them, with credit or money 
in proportion to their property or induftry; and 
to prevent the latter from ever foiling for want 
of the medium, money, for carrying it on. 

If in time of peace intereft fiuU ftand high, re- 
latively to other itates with which you are at \rar, 
I, 4 throw 
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■ oo ^ throw as much money as ppflible into the hands of 
;«^^^ your creditors, in payment of the debts already con- 
craned i becaufe tie more you throw in there, the 
more you will draw out, if you have occafion to bor< 
row more j and if you have no occafion to borrow 
more, the lower you will reduce the rate of intereft, 
by augmenting the fund of money to be lent. . 

From thefe prmciples I conclude, that every na* 
tion which fets out by contra£Ung debts with its 
own citizens, muft iregin by borrowing upon condi- 
tion of repaying the capital in a fliort terpi of years. 
This is alio Ae beft method to engage the pc(^le 
to contribute largely without murmuring. The 
reafon is, that when taxes begin to be io^fed, the 
mafs of circulation becomes prc^rtionally aug- 
mented; and the paying back of confident limit 
to the creditors, prevents, on the one hand,. the 
debts from increaQng fo faft, and fuppUes circular 
lioa, and Bioffitates new borrowings on the other. 
While this plan of ^ugmoiting circulation is carry-, 
{ng on, the ftatefman mull prevent lus expaicc 
abroad from diminifliing circulation proportionally 
at home. This is to be accompliflied by opening 
loans for foreign expence in fore^;n countries, and 
by paying the intereft only of fuch loans, with the 
^reatcft punSuality. 

The (^(Eculty of performing this, is no argument 
againft it. It miaft either be dope, or credit will 
be hurt J becaufe without obtaining credit abroad, 
it is impoffible to defray any expence incurred 
abroad, beyond what the metals of your country 
and the exports from it can pay : that is, in other 
words, beyond the quantity of metals exported, and 
general 



■,,Goc>^lc 



OF POLITICAL (BCONOMY, ijj 

gAieral balance in your favour' upon all reciprocal chap. 
payments with the world. ^—v-*^' 

If it be faid, that nations never pay the intereft 
of their debts any where but at hcmie, I anfwer, 
that it is fo much the worfe for, them; becaufe . 

, wherever the, debts or intereft. Is to be pjud, the 
lender always ftates his account as if the payment 
were made in his own houfe. AU the expaice to 
him of fending his money to the place of fubfcrip. 
tion, and of drawing back his returns, are com- 
pared with the intereft offered by the borrower ; 
and if upon the whole the lender &id his account 
in the bargain, he fubfcribes ; otherwife not. Since 
therefore the money borrowed muft in this cafe be 
fent abroad, it is an advantage for -the borroww to " - 
be under an obligation to provide a method of fend- 
ing it ; and by this means he will borrow cheaper 
than he can do, wh^i he refunds to every lend^ 
all bi^ expence and trouble in getting bis intereft 
remitted to him. 

■ I -am now deducing prindplee, and (herefOTe fliall 
not enter into a difculEon of the many obje^ons 
which occur againft this plan, from foreign confi- 
derations j fuch as the iacihty it might proci^re'to a 
ftatefman in defrauding his foreign creditors, and 
feveral others which might be formed : all I fay is, - 
that this is a cheaper and more fyftematical way oS 
borrowing, and it has this good effe£t, that it con- 
ftantly points out the ftate of the external debt, from 
'Which alone a bankruptcy is to be feared. 

Were'a favourable balance to return after m ix- 
penfive war, the payment of this foreign debt would 
•be the confequence then, as much as now when the ' 

payment 
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payment is made at home, and rather more fp; 

J becaufe who ever owed a balance (to England, I 

_ fuppofe) would then pay hi3 debts at London, with 
money due by England, payable at Antwerp, for 
example ; confequently, he would remit at difcount \ 
and when he remitted in favour of ai^ Enghlhman, 
the debts might be confidered as difbharged upon 
the foreign fund, and ftated a-new upon the funds 
payable in London. Could the payment of the in< 
terefl of the public debts be rendered fufcepdble of 
fuch transfers upon all occafions, it wojitd, I imigine^ 

." have a remarkable effeft in favour of public credit; 

This thought fuggefted itfelf, while I was confi- 

deridg the fituation of a country where borroving 

' is in its infancy ; and it occurred as an expedient . 
for preventing foreign expencefrom draining the country 
efthe money necejfary for circulation 'at home. T&isy 
in every combinadon of circumftances, is the rooft 
important objedof'a-ftatefman's care,' while he i& 
engaged in, wars abroad. 

Now whether the money of a country be paper 
or coin, it is equally taken out of circulation, by 
■every foreign payment. When it is coin, it goes 
out of the country, as well as out of circulation : 
■H^icn it is paper, it does not go out of the country^ 
certainly, but by coming upon the debtor in it for 
payment, it is equally taken out of circulation ; and 
what the debtor gives for it (viz. a bill of exchange 
upon another country) goes out of the country. 
Arid unlefs this bill of ^change can be paid with 
value exported in merchandize, it will remain a debt; 
upon the country, contrafted in fitvour of fome 
iothernation. 

This 
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- This I hope will be fufficieni to recall to mind ^"^^" 
what has been fo fully expldned in the 1 3th chapter — v— .> 
upon banks J where the fame queftioii was flated 
with regard to the' payments Scotland was obliged 
to tnake to England, towards the end of laft war. - , 
The' fame principles (^rate in the cafe before us, 
;ind may be applied to every circumftance of it ; with 
this diiFerence only, that here the ftatefman's ihtereft 

. is fuppofcd to be more clofely eonnefted with that 
of his banks than was the cafe during the diftrefs in 
Scotland : becaufe if he do not fupport them by a 
fyftematical chain of conduft, he will drain the fund 
of circulation by his remittances ;■ his credit will 

. foil ; his taxes will no more be paid ; and his people 
will be opprefled. But if he purfue his plati fyfte- 

■ matically, circulation will be kept full ; his credit 
will be fupported ; his taxes will be paid ; his peo- 
ple will be eafy : becaufe no check will be put either 
to their induftry or confumption for want of money j 
a great part of the folid property will be melted 
down into money ; whatever part of this money is 
lent to the ftate will be, by that operation, confoli- 
dated into a new fpecies of property, the public 
funds ; and if, after the borrowing fcheme is over 
(that is, when peace is reftored) circulation fhould 
be contrafted, a part of the money will then ftag- 
nate in the hands of individuals, and will, in their 
favour, be realized in that part of the folid property 
which was formerly melted down in order to pro- 
duce it. That is, lands will be fold by the former 

■ proprietors, and will be acquired by thofe who 
have money not realized in ftotzk ; and for which 
pioney, circuladon has no farther demand. This 
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"Of*'' • is the reafon why, at the end of every war which 
^.a-^,^ has run the nation in debt, lands have conilantly 
rifen in their value, even when confiderable quan- 
tities of them have been offered to fale. 

If it be faid that the Hock-holders are thofe 
whom we commonly fee buying the lands, and 
not thofe who have fums not realized : 

I fhall, in anfwer, obferve, that the ilock-holderg 
cannot buy lands unlefs they fell their ftock, to thofe 
who have money not realized ; fo it is ftill the mo- 
ney not realized which is employed in buying every 
article of folid property : and even after this opera- 
tion, the fame money will ilill remain in circulation 
as before ; becauie it is impolGble to realize even 
paper money itfelf, except when the creditor in it 
becomes proprietor of the property upon which it is 
fecured j and if the money be coin, it is plain that 
this cannot be realized any farther than it is by na- 
ture. When therefore we fay, that a man realizes ' 
his money, we do not mean any thing farther, than 
that he gives his money to another in exchange for 
folid property. Thus when an eftate is bought in 
a country where banks upon mortgage are eftabliftied, 
a part of the price is commonly taken out of circu- 
lation altogether ; becaufe in confequence of the 
price paid, the bank is refunded what it had melted 
down of the land fold ; confequently, this paper 
becomes confolidated a-new, as it were, with the 
lands which are relieved of the mortgage. 

But when lands are fold in.a country where there 
is no paper, the price remains in circulation as be- 
fore ; and if the quantity of coin in curculation (hould 
exceed the'ufes for it, a cafe which feldom happens 
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ift thefe days, it would be exported, and realized chap, 
abroad. ■-— , ' — ^ 

When this complicated and fyftematical fcheme 
of credit is not ellablifhed, the InfallitJe confequence 
is, that money difappears : confequently, intereft 
rifes. The taxes foraierly impofed.cannot be paid : 
confequently, it is in vain to feek to augment them ; 
becaufe in proportion as they are augmented, they 
become lefs productive. If money be borrowed 
upon remote funds, engaged for other debts pre- 
vioully contracted, and if public faith be stall events 
to be prefcrved, the confequeqce muft then be, that 
the public will be eat up by ufurers. , 

This was the cafe in England during the wars of 
Queen Anne. 

So early as 1 706, government ^ as has been faid, 
■ began to borrow at 6 per cent, upon funds already 
engaged. What was the confequence ? The exche- 
quer having no money to pay the interefl as it fell 
due, paid with tallies ; there fell to great difcount, 
and had they remained long in that difcredited fitua- 
6on, lending wquld have ftopt, or Intercft would 
have rifen, as in France, fo high as to lofe the name 
of interefl; altogether. This was the cafe, in the 
example above cited,' when feven millions ready 
money, borrowed by the late Kipg of France, be- 
came a debt of thirty-two millions on the ftate. 

Upon the occafton above mentioned, government . 
availed themfelves of the bank of England, as I fay 
every private citizen fhould have a power to do, on 
every occaflon, when hit credit is good, though 
money fliould fail him. They engaged the bank to 
difcount all tallies ilTued for the interell of debts ; 

that 
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BOOK that is, in other words, to turn thofe flicks into 
•,_jr,'-m^ money : but as public credit was fo low that money 
could not be found to difcharge even the intereft of 
the advance made by the bank, the government 
confented, that all advances of that kind ihould bear 
compound intereft quarterly, zt 6 per cent. Whit 
a monftrous profit to the bank ! what a charge upon - 
the flate ! Had a bank of circulation upon mortgages 
(seen eftabliflied at that time, money would have 
come in at a moderate fimple intereft to individuals, 
who would have availed thenifelves of them, for the 
payment of all public burdens. Inftead of which, 
induftry was made to fuffer ; the public money did 
not come in ; taxation ftopt ; expences went on, 
and deficiencies were paid by the public at this 
monftrous charge. 

On the other hand, had it not been for the alTifl- 
ance the bank then gave the flate, in circulating* 
thofe exchequer tallies, bills, &c. it is very certain 
that credit would have ^led as totally in England 
as it had done in France in 1708, when Defmaretz 
undertook the finances. This minifter had no bank 
to avail himfelf of, and accordingly he -run France 
in debt at the rate of two hundred millions of livres 
per annuftif during feven campaigns j of which, I 
am perfuaded, he did not recave one half, or near 
it, in effedive value. * 

, What I have feid wiil» I hope, be fufKcient, to 

{hew that the only way for any ftate to borrow, is 
previoufly to provide a fund for making good what 
is agreed upon with, the .lenders ; and that all expe- 
dients to fupply the want of it will in ^e end bring 
great expence upon the people, either by involving 

them 
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them in an exceffive burden of debts, in cafe public chap. - 
engagements flipuld be held facred, as has conllantly ■.— ^— ^ 
been the cafe in Great BritJun j or by driving the 
ftate to a bankruptcy, as' was the, cafe in France 
upon the death of the l^e King. I call it a bank- 
ruptcy, becaufe all that was owuig was not paid. 
A man who pays no more than 191. 1 1|</. in the 
pound, is a bankrupt, as well as he who cannot 
pay one ^rthing. 

I come next ,to the methods of papng off debts 
when already cdntra£ted. 

Public debts may be divided ihto two claffes, re- 
deemable and irredeemable. Redeemable debts 
may be. paid off in feveral ways, which we Ihall 
briefly enumerate before we compare their feveral 
advantages. . ' 

Firft then, fuch debts may be paid off at once, 
by refunding to the creditors tiie whole capital, with 
.all arrears of intereil. 

Secondly, They may be paid off yearly, according 

xo a certain rule to determine the preference, and 

order of payment :'. for this purpofe, a determinate 

fum muft be fet apart 'as a fmking fund for difcharg- 

- ing the capital and interefl. 

Thirdly, They may be paid off cumulatively and 
proportionally every year, by incorporating the 
£nking fund into the money appropriated for dif- , 
charging the intereft, anil by placing all that is 
paid beyond the intereft, as payment- in part of the 
c^ataL ' 

Fourthly, Tkey may be paid in onefenfp, as (hall 
be ferther explained, by reducing the intereil upon 
the capitals, without dimimlhing them. 

■ Fifthly,' 



;..Goc>^fc 



AN IN'QUIRY INTO THE PRmClPLES 

Fifthly, 7hey may be p£ud off by converting them 
into annuities for lives. 

Sixthly, And laftly, ihey may be paid off below 
the value of the capitals, by the means of lotteries ) 
where the ftate may gain what the creditors choofe 
to lofe from a defire of gaming. 

To one or other of thefe mtthods may be re- 
duced al! the &ir and honeft expedients which a ftate 
may employ to get rid of its debts, without any, 
breach of public faith, or without proceeding to the 
extremity of prefcribing conditions of payment, 
Whidx the creditors are forced to accept againft thdr 
wiU. 

As for the irredeemable debts, I apprehend, that, 
-without confent of the creditors, no change upon, 
the condition of loan can juftly be made. 

I fball next point out the advantages and difad- 
vantagesofthefeveral methods of difcharging debts,, 
as they may affed the feparate, or cumulative in- 
tereft of a ftate. 

Were large debts which have fubfifted for a long, 
time to be paid off all at once, it would occafion a 
fudden and a violent revolution, which is always 
attended with inconveniences. 

Were, for example, the proprietors of lands, to 
confent to fell off a part of their eftates for the pay- 
ment of the public debts, the quantity of land brought 
to market, would fink the price of it very confider- 
ably ; from which would arife a great detriment ta 
landlords, I fliall not here inquire _ from whence 
fuch a fura of money could come ; that it may be 
produced is very poffible, from what happened in 
Fraiice iji the year 1720. 

8 Could 
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■ Could a treafure be brought from India (let me chap. 
fuppofe) fufficient at once to difcharge the debts of v^•'^r■«^ 
Great Britaui, circulation would become fo glutted 
* with money, that intereft would .^11 to nothing. 
This would be a temporary lofs to alt the former 
creditors, until they had time to lend to the other 
ftates of Europe ; who would, in confequence of 
this circumftance, fmk the rate of intereft upon their 
own debts. Something like this was the confequence 
of paying off all the debts of France with bank notes , 
in 1720, upon which intereft fell, as we have ob- 
ferved above, to 2 per cent. 

When, in the fecond place, debts are paid off 
partially every year, according to a certain rule, it 
is expedient to have the capitals reduced into ffiares 
of a determinate value, as is the pradice in France, 
that they may be drawn out as in a lottery. The 
lots drawn may then be paid, and no detriment will 
follow to any particular creditor, more than to anr 
other : becaufe if by being paid there be either pro? 
fit or lofs to the creditor, it will affeS the value of 
the whole ftock in proportion. If, upon the ef^a- 
blilhment of fuch a plan, the ftock be found to rife, 
it will be a proof that «ther the intereft formerly . , 

paid was bdow the common rate, or that the credit 
of the ftate was looked upon as precarious : if it 
ihould fmk, contrary conclufions may fafely be 
drawn. 

This is a common method of paying off debts ia 
France, where funds are more commonly divided 
into ihares than in Great Briton. 

In 1759, the King opened a fubfcription for fe- 
yenty-two millions of livres upon the g^era! fermj: 

Vol. IV. M this 
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s o o K tliis fum was divided mto Jeventy-two thoufand ac- 
^^j^^-l... tions, bearing 5 per cent, and it was ftipulated, that 
upon the renewal of the farms in 1762, twelve thou- 
faJid adtions fliould be drawn by lot, and paid oflT 
monthly ; fo that in fix months the whole debt was 
to be difcharged. 

The third method of applying what is annually 
paid above the interefl, in extin&ion of the capital, 
is the meafure propofed by Cardinal de Richlieu for 
■ difcharging the debts of France ; only the Cardinal 
went to work 'in a very arbitrary way, both in de- 
termining the intereft, and in fixing a value upon 
the capital, equally detrimental to the creditors. 

To apply this to an example. Had England at 
the time government firfl: eftablifiied a finking fund, 
arifmg out of the favings which were made upon 
reducing the rate of intereft, from lime to time, 
continued to, pay to the creditors the fame annual 
fums as formerly ; and thereby applied what was 
paid beyond the intereft, to the payment of the ca- 
pital, there could not have been any mifapplication 
of the finking fund ; and the debts by this time would 
have been greatly diminiflied. Whereas by apply-, 
ing the finking fund to the fervice of the year, for 
the eafe of the people and advantage of the creditors, 
the confequences may prove exceedingly incon- 
venient. 

The fourth method of reducing debts is that a*- 
dopted by Great Britain, viz. by reducing the in- 
tereft paid upon them. From this we difcover the 
reafon why taxes, evoi in time of war, are feldom 
augmented in this kingdom much above the propori 
tion of the intereft pf the money borrowed. 

.We 
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We have, in the fecond chapter of the firft book, , o h a p, 
boldly declared this to be agiinfl: principles, and the ■i..-.'-,_r 
authors of fuch a fcheme were there ftigmatized as 
men of no forefight : we now fee how much people 
may be miflaken in thar conclufions in political 
matters, when they are formed upon too narrow 
combioadons. 

Were capitals intended everio be paid, no doubt 
the concluficn would be juft ; but if it be refolved, 
that capitals Ihall never be confidered as the obje£t 
of attention, and that the-intereft alone {hall be 
looked upon as the real burden, then all payment 
of capitals is unneceflary, except fo fiir as by paying 
a part of them, it may ferve to reduce the intereft 
upon the reft, by making money regorge in the 
market beyond the ufes found for it. . > 

This plan cannot be carried on while a nadon is en- 
gaged in an expenfive war, which abforbs all the mo- 
ney to be lent : but it becomes the objefl: of a ftatef- 
man's care, after peace is reftored, and when trade 
begins to bring in a balance upon exportations. 

We have feea how this balance tends every year 
to diminifli the capitals due to ftrangers, and to 
keep money at home. Then is the time to extend 
■taxadon beyond the ufes found for money to pay 
■the intereft. Two or three millions extraordinary, 
raifed at the dole of a war, and thrown into the 
hands of the creditors of Great Britain, inextin£tion . 
of their capitals, would foon engage them to cry 
■for mercy. They would find no outlet but France 
for fuch fums ; and it is precifely after a war, that 
prance is bufy in playing off the arbitrary operations . 
on her debts, which reduces her credit too low for 
Ma-- .any 
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8 b^ K ^y one to truft her with mooey. Let peace oon- 
w-v^ Unue for a trad of years, confidence will there acU 
vance apace, and then it will become more difficult 
to ia$kc money regorge in England. 

To fay that taxes are. already beyond all bounds* 
is, in other words, to fay the nation is no more in 
a ftate of defence : becaufe, fhould Britain be again 
involved in an unavoidable war, the confequence 
will be, either to render more taxes indifpenfable, 
or t-o oblige the nation to fubmit to any terms de- 
manded by her enemies. 

If it be. therefore true, that taxes may ftiil be 
augmented* ttie moll proper time for augmenting 
them, is, at the very clofe of a war ; be9aufe then 
every drcumllance favours the fcheme, as we fiiall. 
now explain. 

We have faid above, and experience proves the 
truth of it, that at the end of a war circulation be- 
comes too full for domeftic ufes ; and that the fu- 
perfluity of money is realized upon property. This 
is the confequence uf a fudden flop in national exr 
pence. Were taxes at fuch a time augmented, part 
of this regorging money would find a vent by the 
augmentation upon domeftic circulation which taxes 
. would occafion ; which augmentation would circu- 
late into the exchequer, inftead of becoming coofo* 
lidated with property, as has been faid, and coming 
into the hands of government, would be poured 
into thofe of the creditors, in payment of part of 
their capitals. There it would regorge-a-Jiew ; be- 
caufe it is obferved, in general, that thofe who have 
property in the funds are not. apt to fquander money 
' ■ * when 
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when unexpeaedTy thrown into their bands ; cW the *^^*'- 
concrary, they are commonly fobnd to live very ■_^.vi-r 
■ much within thar income''^ 

But - fuppofe it (hould not immediately regorge, 
it would then increafe expaice and coniumption j 
confequently, would advance induitry, and render 
every branch of excifes more productive; In every 
fuppofition we can make, public opulence would 
be augmented: raooey would regorge at laftj; and 
then the creditors would come with their application 
to government to fufpend the reimburfement of ca^ 
pitals, and to accept, in lieu of that, a diminution 
upon Ae interest. 

* Ezpnience fhcwg, that wKen the debts of a natiofi have coD)e 
to a heighti the public creditors become ^ople of great confi;- 
quencet upon account of the cafe and afiuence of their circum* ' 

fiances. They are not espofed to the many hidden ezpences 
■oddent to land proprietora. They are a elds in the ttate bdt 
htely koQwa ; the capital of thor wealth is hidden ; and opia'ioiia * 

concerning their rankf and the figure they ought to makei are 
as yet unformed. Whereas the &mily of a land proprietor is , 
known ; his expence majfarpafi that of his predeceflbrs without 
much obfemtion ; but if it ftonld fall below in he commonly 
fink* in thecftimaUonofhisnrighbourSfwhofeldomputcircinw- 
ftances togethn* which can only he gucfled at. An hen- taa 
landed eltate, is bred up from his'infiancy with the notion of lir. 
ing like his father : the fon of a manied man hal commonly very- 
different fentimentB ; and even when any of this dafs takes a 
turn to expence, the iuftre of it is all difplayed roun^ his ami 
body; that is, iii his own houfet and in his own family: no 
country feats, hounds, horfes, ferrants in every quarter, family 
intereft to keep up, little (economy in fpending. In a wor^ 
every one feels better than I can defcribe, that landed men ioai- 
toonly exceed, and monied men cconinonly live withh ibai in- 
,tomc; 

M 3 TW3 
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K Thie is the golden opportunity for dimiailliiiig 
.^ the public burden occafioned by debts ; and this 
method of comparing To defirable an end, is ^ 
prefendile to that of compelling creditors to fubmit 
to a dimiimtion, by offering a fudden reimbiirfenient, 
which w» put in pra£tice in Britain m the year 1 749, 
as has been obferved. Had the public waited with 
patience one year longer, and then thrown in a few 
millions more than they did into the hands oS the 
creditors, the propo&l of redudi^ the inta-eft would 
have come from the other quarter ; which in all 
bargains widi creditors is of the greateft ccniequence 
to the debtor. 

The fum of interefl thus diminiOied, upon an 
obligation to fufpend the reimburfements of capitals 
fot a linnted time, three queftions will naturally oc- 
cur : I. Whether the taxes fliould be diqiinilhed in 
proportion : or si If they fiioutd be allowed to fub- 
fift with a view to apply the ovCTplus of th«m to 
national purpofes: or 3. Whether it may not be 
molt advifeable to turn fuch a part of the debts into 
annuities for lives, as may abforb the faving upon the 
former interefl: paid. The firft two queflions I rderve 
for the following book, where they wUI be fiilly ex* 
amined } the lafl is the fifth expedient already pro- 
pofed for acquitting the public debts. As the nature . 
of it is abundantly evident, I fliall repeat only what 
I formerly obferved, namely, that this method 6f 
eflablMhing a fmking fund, has the advantage of 
'being Ie& expofed to mi&pplieations than any other* 
The tail expedient of paying off c^itals, bdow 
the original value, by the means of lotteries^ ibotild 
takfe place only after the interefl of money is brought 
6 fo 



byGoot^lc 



or POLITICAL ffiCOHOMY. ifi? 

fc low as to cut off any near profpeft of reducing ^ '^ **• 
it ftill farther. v— v-— ^ 

I fliall not pretend to guefs at the lowefl point to 
"which the rate of intereft may be brought, by the 
expedients ofincreafing moneyatwill, by the means 
of banks upon mortgage. I have in the feventh 
chapter of the firft pan of this book, thrown out 
a hint of a land-bank, which opens a very wide 
field of rpeculation; but in this place, it would 
he unnecei&ry to enlarge upon that fubje^. 

Let me fuppofe the rate of intereft brought lowtf 
in Britain than any where elfe, it will neverthelefs' 
be fubjefi to periodical riiings, on many occafions. 

Upon every fuch emergency^ capit^ will fink ' . 
in the market betow par. 

It is then mfy that a Aate can have recourfe to 
this laft expedient of opening lotteries, and taking 
in fubfcriptions at the market price of the funds 
fubfcribed into them. And although the annuiti^ "* 

to be paid upon the lottery fund be regulated by 
the rate of intereft at the time, and confeqaently 
above the ftandard of the other debts ; yet the lame 
methods of reducing it afterwards will conftantly 
produce thdr efleds, and thereby diminiftt the ca 
pitat by degrees. 

In like manner, in time of war, when the pub* 
lie funds £ill greatly in their price, govemmem 
may open new fubfcriptions, and receive payment 
for them in thdr own p^er at the market price, 
allowing a fniall premium in. the rate of intereft. 
if the creditors willingly fubfcribe upon thefe con- 
ditions, no violation of pubhc faith can be alleged. 
By this operation, the capitals will be dimini&ed» 
M 4 and 
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and the advanced rate of interell paid during the 
war, will return upon the peace to where it was : 
then the new fubfcriptions may be paid off, or 
fubfcribed for again at a lower rate than before. 

Suppofe it then refolved, thet in time of war, 
the nation's creditors Ihould be allowed, at certain 
times, to fubfcribe thdr capitals in books opened 
at the bank .for that purpofe, one quarter per cent. 
above the felling price. Would not this have the 
good effefl: of fupporting the price of ftocks on one 
hand, and of reducing the capital of the national 
debt upon the other \ Example : 

Let me fuppofe that in time of war, the 3 per cents. 
fell at 74^, might not government receive them at 
^5, and confUtute the new fubfcription at \fer cent. ? 
What intereft could any one have not to fubfcribe, 
"ftrbo at fuch a time intends to fell his (lock ? His 
■ 3 per cent, fold to government af 75, and turned 
into a ^per cent, would afterwards, when fold in the 
liiarket, produce % per cent, more than if it had not 
been fubfcribed into the new fund. 

Perhaps in Change Alley, wh^re calculation is 
carried to the utmoft pitch of refinement, even this 
eventual advantage to government might fink the" 
value of the new 4 per cents. Let this be allowed. 
The anfwer is, that when people compute with fuch 
nicety, and comprehend in thdr oedcutations every 
drcumllance the moft minute, it is, I think, the 
intereft of a ftate (whofe views fiiould extend far 
beyond the period of human life) to grant a premium 
upon fuch fublcriptions more than fufEcient to in< 
demnily the fubfcribers, according to the moft rigid 
ctLlcuUtitm concenung their prefent advantage. 

The 
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■The fmalieft profit to be diTcovered by the niceft c hap. 
pen \nll engage the monied man to fubfcribe ; con- .•..^v— * 
fequently, the capitals of debts may be diminiflied, 
at a lofs to the public almoft imperceptible. And 
for this imperceptible lofs in the mean time, the 
greatell national advantage may be obtained at a 
diftant period. 

It is now full time to clofe this book, which has 
fwelled far'beyond its due proportion. The fubjeft 
of credit and debts is fo conneQed with many quef- 
tions relatingto taxes,ahd to the application of thdr 
amount, that the unity of the fubjed would have 
fufiered litde in blending them together. But as 
I find it to be a great relief to the memory to 
interpofe, now and then, a paufe ; and as taxes were 
intended to be treated of by themfelves, according 
to the plan I at firlt propofed, 1 Ihall make no 
alteration in it. 

At the end of the firlt and fecond books, I fub> 
joined a chapter of recapitulation ; in the third book, 
this was fupplied by a very full table of contents | 
here, becauife of the intimate conne^on of the fub- 
jeft of this and the following 'book, I fiiall refer 
the reader to the end of the volume, for a full re< 
capitulation of both. 



IKD OF THE FOU&TH BOOK. 



byGoot^lc 



oditiz^cbyGoot^lc 



JIH 

INQUIRY 

IKTO TKS 

PRINCIPtES OF POLITICAL CBCGNOMT. 



BOOK V. 

OF TAXES, AND OF THE PROPER APPLti 
CATION OF THEIR AMOUNT. 



INTRODUCTION. 

'T'HE fubje£t qf taxes is fo clofely connedcd with 
every branch of political ceconomy, that I have 
not been able to avoid anticipating a fubje&, ^i^ch, 
according to my plan, is left for the conclufion of 
this work. 

What has been hitherto introduced concermng 
taxation, in treating of induftry, trade^ money, cre- 
dit, and. debts, relates principally to the effe^ of 
taxes .upon circulation, prices, and feveral other 
things relatmg to thofe fubje£b. 

What therefore remains, not as yet touched upon, 
cliiefly concerns the principles which determine the 
nature of every tax, relatively to the interefl it is 
intended to affeft. 

To inveftigate the different confequences of taxes 
when impofed upon pofieffions, and when upon con- 
fiunptiffii, are quelUons which relate diredly to the 

prin- 
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principles of taxation. But in this book I fhall alfo 
have occalion to trace out, farther than as ]cet I 
have done, certun combinations concerning the 
effe£b which taxes have in multiplying the fund of 
circulation : and as the augmentation of taxes tends 
greatly to increafe money, I am thence led to exa- 
mine* how fkr the advantage gained by the fuppref- 
fion of taxes may not be more than compenlated to 
a nation, by the inconveniences proceeding from fb 
great a diminution of circulation. 

Taxes have all along been fuppofed to enhance 
die price of living ; we fball therefore have an op- 
portunity of inveltigatlng the proper ext^t to be 
allowed to that general propofiiion. 



CHaJC 
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CHAP. I. 

Of the different Kinds of Taxes. 

'X'AXES have been eftabliflied in all ages of the" PH 

world, under difFerent |names of tribute, tidie, 
tally, impoft, duty, gabel, cuIlom,'fubridy, ex- 
cife ; and many others needlefs to rec^itulate, and 
fordgn to my fubjeft to examine. 

"Hiough in every fpecies of this voluminpus clafs^ 
there are certain charaSeriftic differences j yet one 
prindple prevails in all, upon which the definidon 
may be founded. 

I uoderftsnd therefore by taX:, in its mod general 
acceptation, a certain contribution of fruits, firvicR, 
w money t impofed upon the individuals of a flate, by 
ibe a£t or confent of the lepflature, in order to defray 
the expenees of government. 

This definition may, I think, include, in gene- 
ral, all kinds of burdens which can polSbly be im- 
poled. By fruits are underftood either thofe of th6 
earth, of animals, or of man himfelf. By fenrice, 
whatever man can either by labour or ii^enuity 
produce, while he himfelf remains fi'ee. And under 
money is comprehended the eqmyalent given for 
what may be exafled in the other two ways* 

I have DO occafion to confider the nature of fuch 
taxes as are not in ufe in our days. Tributes of 
Haves from conquered nations are as little known in 
pur times, as contributions of fubfiftence from the 
fut^e£b of the ftate. 

1 divide, therefore, modem taxes into three claflet. 

f. Thofe upoualienfitioD, ^^hich I call proportional-; 

a.Thoft 
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3. Thofe upon polTeflions, which I call cumula- 
tive or arbitrary : and 3. Thofe exafted in fervice, 
which I call perfonal. Thefe terms muft now be 
fully explained, that I may ufe them hereafter with- 
out being mifund^'ftood. 
' A proportional tax prefents a fimple notion. 

It is paid by the buyer, who irttends to confume, 
at the time of the confumption, while the balance 
of wealth is turning againft him ; and is confolidaced 
with the price of the commodity. 

Eyamp^s of this tax are all excifes, cuftoois, 
ftamp-duties, pollage, coinage, and the like. 

By this definition, two requifites are neceffary 
for fixing the tax upon any one : firft, he muft be 
a buyer ; fecondly, he muil be a confumer. Let 
this be retained. 

A cumulative or arbitrary tax, prefents varipui 
ideas at firft fight, and cannot well be defined until 
jjie nature of it has been illufl:rated by examples. 
. It may be known, Firft, By the intention of it ; 
which is to zSeSt the pofteftbr in.fuch a manner, at 
to make it difficult for him to augment his income, 
jn pTt^rtion to the tax he pays. 

Secondly, By the objeft ; when inftead of bdng 
laid uptm any determinate piece of labour or article 
of confumptioD, it is made to affed paft > and not 
prefent guns. 

Thirdly, by the circumftances undo* which it is 
ievied ) which imply no tranfition of property from 
Jiand to hand, nor any change in the balance of 
wealth between individuals. 

Examples of cumulative taxes are land-taxes, 

poll-ta^, window-taxes, duties upon coaches and 

fervants. 
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fervaitfs, that upon induce, in France, and many char, 
others. ^-^.-^ 

A peribnal tax is known by its affeSing the per- 

fbn, not the purfe of thofe who are laid under it. 

Examples of it are the corvh, in France ; the fix 

days labour on the high roads, and the militia fer- 

vice before pay was allowed m England *. 

Having thus ex[damed what I meui by prppor- 
tional, cumulative, and perfonal taxes, it is proper 
to obferve, that however different they may prove 
in their effe&s and confequences, they all agree in 
this, that they ought to impair the^ fruits and not 
the fund^ the expences of the perfon taxed, not 
the favings ; the fervices, not the perfons of thofe 
who do them. 

This holds true in every denomination of taxes. - 
In former days, when annual tributes of flaves wo-e 
made, and even at prefent among the Turks, whera 
. it is cuftomary to recruit the feraglios of great meij 
by fuch contributions, I confider the young women 
who are fent, as part of the fruits of the people who 
. fend them. This is a fundamental principle in tax- 
ation \ and therefore pubhc contributions, which 
neceffarily imply a diminution of any capital, cannot 
properly be ranged under the head of taxes. Thus 
.when the Dutch contributed, not many years ago, 
^he hundredth part of their property towards the 
fo^ice of the (late, I cannot properly confider this; 

• The tDrvee m Fraoce is the perfonal fervice of all the labonr-. 
ing ola0e«, for carrying on public works. Were they paid for 
in money, it ia computed they would amount to no more than 
t ^oo ooo livres a year. This tax was omitted in the account 
of the French reTCOue, 

in 
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in the light of a tax : it vfU indeed a moft public 
J fpirited contribution, and di4 more honour to that 
people, from the fidelity with which it was made, 
than any thing of the kind ever boafted of by a mo- 
dem fociety*. 

CHAP, 

• The gentlemen' of the Moothly Review for Auguft 1 767, 
p. 12,0, haw propofed an objection to the doflrine here laid 
^owDj I fhall therefore infert the pafiage, and endeavour a re- 
concihation of opinions, which ig a more laudable attempt, thao 
the molt fuccefsful refutation. 

" In the dircuQion of fo diiGcult and complex a' fubjeft a* 
*■ this of taxes (fay thefe gentlemen ) great care Ihould be taken 
** that the foundaiion be laid upon folid principles ; and that 
" nothing be aiimitjcd upon the authority of the inquirers, be- 
" caufe the fmalUji error in firit principles mull lead to great 
" miftakes and confufion in the fabfequent parts of the inquiry. 
" When our author fays that taxes ought to impair the fruits 
** and not tiivjund; and reprefcnta this as iifandamenlal pHeeiph 
" ef taxation — we Ihould havewiflied to have fpen tjie reaTon upon 
" which this priitciple i^ founded ; ' as in our apprehenfion it 

•' wants much of the cleamefa of an intuitive truth -And we 

*• ovrn it appears to us that every man whofe goods are embark- 
* ed in the pqlitical veftl, rifles the whole j and in equity, as in 
" all other cafes of infurance^ ought to pay, in, the language of 
'* conunercial policies, at iatere/i may appear : which will be ia 
" proportion to the.whole rilk, and not in proportion to the pro- 
" fits, or fruits. I'hofe whofe yvnd^F are the produ^oif of arti- 
- ^filial ficitly, or protcfled by the laws of entail, even againft 
*' the cfTeA of their own folly and extravagance, ought, in oar 
; ' «. opinion, to pay for their extraordinary core and /ecvrityf 
" thefe being benefits which the laborious man has no {hare 
. " in, and which he lies tuider no obligation to fupport with 
" thffmilt of his indullry. For this purpofe what our author 
f ,calls cumulative laxet may with great juftice and propriety be 
•' applied. " 

On thefe judicious remarks. I mull obferve, that nothing i» 
more requifite, in the perufal of this work, than 4 ttH£t ^tfeq- 
^ign to the maauer of elbUifliiag <very principle. This was 

my 
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t H A P. 11. 

•Of proportlmal Taxes^ and their proper Obje£i. 

■fX/'HATEVER exifts for the ufe of man, fo hx q hap. 

as it is confideredas a fund for taxation, may "■ 
be clalfed under the following heads : i. The pro< 
- , duce. 



'my particular care in the compofition of it, and every overfight 
ID this refpeA will be the objeft of a judiciou? criticifm. 

I muft now examine whether, in this place, I have failed in 
exaSnefs, as it is here infinuated; or whither my critics have 
Tnif-underltood the Bteaning of my words. As for the authority 
of my opioioH) I peifeAly agree with them that it fhould go for 
nothing. 

I have fud that it n a fundamental principle in taxation that 
\\iefrmU not the/uitdt are to be impaired by the tax. In this 
I fpeak ftriSly in tonns of my definition of a tax, inferted in 
this very Review, p. 119. A tax it is there faid is a certain con- 
tribution oi fruits fervict or mongi impofed on the individuals of 
a ftate, &c. 

By the v/ordtfruilt t^d/eroke, the fond bearing the fruit, and 
the perfon ferving, are evidently fuppofed to be exempted ; and 
in the paragraph following, the nonty exafled la faid to compre- 
hend the equivalent given for what may if txaSsd in lie eihtr two 
vitjt. So according to this cxpreli deflnitian all impolitions on 
funds muft be dalTed under a different head from taxes ; and 
thefe I have called contributions. 

My reafon for excluding in my definition of a tax, all contri- 
butions from funds, fuch as that made by the Dutch, is that 
they cannot, by their nature, be annual and perpetual, an taxes, 
which affed growing fruits only, may eafily be. Were fuch 
CDntribution* out of property, ta be annually levied, over and 
above the full extent of the value of the fruits or income ; the 
contributors would be reduced to beggary ; and the taxable fund 

Vol. IV. a it- 
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duce or fruits of the earth ; a. the produce of 
the induftry of' manj or 3. his perfonal fervice. 
Farther, 

Fruits cannot.be obtained without the neceflary 
labour of man and cattle. As this labour prcfup- 



itfeif would in time, become t!ie property of the (late. Is it 
poflible that the authors of the Monthly Review (hoold wifh, 
in any cafe, to fee taxes carried beyond the extent of any per- 
fon's incoiQC or protits on his trade and induflry I Surely, not : and 
therefore I mud fuppofe that thty have not rightly underftood my 
meaning ; though I cannot difcover where any ambiguity Ucb. 

When a man pays infurance, aj intcrc/l may appear, upon a 
cargo which runs a riflt of being totally loft, thia cafe feema to 
be "parallel to that of a perfon who runs the rifk of loihig hia 
whole landed eftate by a foreign inrafion. In this cafe, indeed, 
as in the former, he would no doubt willingly give to the con- 
queror one half of his lands to fecure the other ; but fuch a cafe 
conveys, 1 think, no idea of a tax ; nor does property, in any 
country I knovr, ftand on fo precarious a footing as to make it , 
reaConaUe. 

Thus far 1 have faid in explanation of my meaning, and in 
juftification of i\iC principle, or rather of the li/fniVion by which 
it is implied, that taxes Jhould impair the fruits only, and not the 
fund. 

I now willingly agree with the gentlemen of the Review, that 
entailed properly may very reafonabiy be taxed higher than 
any other, on account of the additional f^urity. But ftill this 
ai;gmentation mull fall within the income of the entailed lands i^ 
becaufe, ftiould it exceed it, it would deftroy the entail hfetf, 
which makes the fund unalienable. As to fiinds, which thefe 
gentlemen call the produdion of Arhfiaal Society, I can fay no- 
thing ; I do not underCland this term, and I even take it to be 
an error of the prcfs. 

Upon the whole, I confef* that my anxiety concerning the- 
opinion of the public, in relation to my inquiries into the prin- 
ciples of taxation, was, lelt they Ihould be fbund to extend too 
far t tt gives me a particular fatisfaAion to find that, by fome, 
they are not thought to extend far enough. 

pofes 
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pofes all the neceflary confumption of mjuntenance, 
&c. the produce of the land muft be underftood, 
relatively to taxes, to be that part only of the fruits 
which remains after dedu£Ung an equivalent for all 
neceffary expences in maKng the earth produce 
them. The net produce alone of the earth is to be 
confidered as a &ind liable to taxation ; and every 
contribution which bears not a jufl: proportion to 
this quantity, is wrong impofed, as fliall be fhewn 
as we go along. 

Again, as to the produce of work : this cannot 
be brought into exigence without fome expence, 
viz. the maintenance of the workman ; that is to 

- fay, his food, raiment, fire, lodging, and the ex- 
pence he is at for tools, and every other, neceffary. 
This we ihall, for the future, call his phyfical-ne- 
ceffary. The value of the work, over and above 
an equivalent for thefe articles, is the only fund to 
be taxed with regard to the workman. 

As to work itfelf, we have feen above (Book II. 
chap. 26.) in the general diftribution of things which 

" may be purchafed with money, how it was ranged 
under the clafs of things incorporeal. For this rea- 
fon, the work performed cannot come under taxa- 
tion ; and therefore the perfon working, who by 
work acquires a balance in his favour, is -brought 
to be aSeded by proportional taxes upon the ar- 
ticles of his confumption ; and when it is found 
that thefe articles fuffcr no alienation before they 
are confumed by him, and confequently efcape tax- 
ation^ then he may either be laid under the cumu- 
lative taxes, which will affefl his wealth, or under the 
N 2 per- 
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BOOK perfonal, which are paid in work itfelf, 'and in this 
N—- v^ refpe£t may be confidered as the fruit of the man. 

Nothing would be fo eafy as a general rule for 
impofing proportional taxes, did the labourers of 
the ground aftually conTume a part of the fruits of 
the earth, and the other induflrious claffes a part 
of their own work, in lieu of the whole of ihis phy- 
ficai-neceflary. In this cafe, nothing but what re- 
maned of fruits and work, not alfeady confumed 
by the immediate producers, would come to market 
for the ufe of thofe who do not work ; but who 
have an equivalent to give for it, out of the pro- 
duce of pail indullry. Were this, I fay, the cafe, 
then at the time of aUenation (or, as we exprefled 
it in the 26ih chapter of the fecond book, at the- 
time when the balance of wealth is going to turn 
in &vour of the induflrious, agunft the idleconfu- 
mer) a tax proportional to the value of the aliena- 
tion might, with the greateft propriety, be impofed, 
as we Ihall prefently difcover. 

This, I hope, will recall to mind the principles 
deduced in the chapter above cited, where we 
made it appear, how the induflrious claims, who 
fumifli confumable commodities for the price of 
their overplus, mull conilantly have the balance 
of wealth turning in their favour : and when once 
they arrive at a certain degree of eafe, propor- 
tional to their ambition, then they give over work- 
ing, and become incorporated into, the cfcdk of thofe 
who have enriched them. 

Thus matters go on in a perpetual eircle. The 
induftrious become eafy, and the public lays the 
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eonfumers under a perpetual contribution in pro- < 
portion to thdr expence. ^, 

The hypothefis we have made, is not entirely agree- 
able to matter of fa£l: j becaufe the operation of taxes 
is hx more complex than we have defcribed it to be ; 
but by fimpWfying it, as I have done, it ferves to give 
an idea of the refult, or general confequence of 
proportional taxes, which, when properly impofed, 
do affefl: the idle oqly, but never the induftrious. 

Were, I fay, the operation of taxation as fimple 
as we have reprefented it, nothing would be more 
eafy than to deduce its prindples. Nothing would 
come to be refunded to the labourer or workman, 
at the fale of his furplus. This furplus would be 
equal to the whole produce of the earth, and'whole 
induftry of the country, deducing the phyfical-ne- 
ceSary of all the induftrious ; and this phyfical-ne- 
ceSary need not then be dedufted ; becaufe it is * 
fuppofed to be confumed in the very produftion Of 
the furplus, as the aqueous part of fea water is con- 
fumed before you can have the fait. 

This illuftrates what has been f^id, viz. that the 
fruits of the earth are only to be reckoned to exift, 
after deducing the neceflary expence of providing 
them. For though jn faS a former poffeffes all his 
crop after harveft, yet part of it, as to hlrjiy is vir- 
tually confumed either out of his own (lock, or that 
of others, who have fumifhed him food and ne- 
ceflaries all the time it was, coming forward; this 
part confequently, can neither belong to the ground, 
or to the farmer. 

If it be urged ftill, that the whole niuft be fup- 
pofed to exift with regard to the ftate, I agree to 
N 3 , the 
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" "? ^ the propofition ; but according to our argument, it 
>,-—/— J cannot be fuppofed to exift in ftivour of the ftate, 
to the prejudice of the farmer j becaufe the total of 
the farmer's expence mull be underftood to have , 
been taken from thefurplus ofother.people's indaf- 
try, and therefore if the crop be fuppofed to exift 
with refpeft to the ftate, becaufe it is in the farmer's 
yard, the furplus of other people's induftry which 
he has confumed muft not be fuppofed to exift in 
favour of the ftate, at the fame time. But as the 
farmer is fuppofed to have paid the tax upon what 
he has borrowed and confumed, he muft draw it 
back from thofe who^ in their turn, are to confume 
his crop : and if he draws it back, he cannot be 
faid to pay it, although the ftate profits of it as much 
as if he did. 

Does it not appear from this analyfis, that a ftate 
. can take gratuitoufly and profwrtionally out of the 
furplus only of fruits and induftry ? Now what is 
here called furplus, relatively to the induftrious, is 
the neceflary fund of confumption for all the rich 
and idle ; confequently, were the ftate to diminifli 
any part of the quantity, the idle and the rich would 
■ ' be deprived of a fufficiency : but in regard that thofe 
who do not work give money, which is the price 
of all things, in ' exchange for what they confume, 
the ftate fteps in at the time of this exchange, and " 
fays, we aflc nothing of thofe who have nothing 
but their phyfical-neceflary, this they have been al- 
lowed to take ; we take none of their furplus from 
them, this we allow them to fell to you ; but -as 
for you, who do not work, and have in your cof- 
fers wherewithal to purchafe the labours of your iu- 
duftrk)us 
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duftrious brethren, this labour you fliall not profit c b a f. 
' of, unlets you give the (late a certain value out of .—- ,.^.u; 
your wealth, in proportion to the work and fruit 
you are going to confume,_ although you have con- 
tributed nothing towards the produftion of ir. 

Hence it appears evident,' that without tnoney there 
could be 00 tax impofed : for were the ftate to take 
their proportion of the real furplus, -and difpofe of 
it out of the country, a part of the inhabitants would 
be (tarved. But by an equivalent's, being found, 
quite different from the furplus itfelf, of no ufe for 
fubfiftence, the whole produce of induflry is left for 
the ufe of thofe who have it; the flate takes 'what 
part of the equivalent they pleafe from the idle ; 
and nobody ftarves, except fuch as have neither 
money, nor induflry, nor the talent of exciting the 
companion of the charitable. 

By this fimple reprefentation of a moft complt- 
cated operation, I have been able to deduce the ca- 
pita! principle of proportional taxation. If the rea- 
Ibning be found folid, it may be retained : becaufe 
we fhall have occafion to recur to it, at almoft every 
pew combination. 



CHAP. in. 

How proportional Taxes are drawn back by the Induf- 

trious, and bew that drawing back is the only reafon 

why Taxes raife the Prices of Commodities. 

'\17'HA'l" perplexes our notions in the theory of 

proportional taxation, is, that the induflri- 

ous man, ioflead of bringing his furplus only, lo 

N 4 market. 
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BOOK market, is obliged to bring the whole of his 
^_ j ^ /-, ^. work. 

Let me therefore reprefent him as bang creditor 
upon one part of his work, and proprietor of the 
other. This will divide it, as it were, into two parts, 
which I (ball call (A) and (B). 

(A) reprefents that part upon which he is credi- 
tor, and anfwers to all the expence he has already 
been at ; that is, to his phyfical-necefTary, as we 
have called it. This we have fwd ought to |)e con- 
, fidered as virtually confumed by the workman, and 
if any tax be raifed upon it, it mull be done in fuch 
a manner as not to affeft him ; that is, he moft 
draw it totally back from the perfon to whom he 
difpofes of it. (B) on the other hand, reprefents 
that part of which he is proprietor, to wit, his pro- 
fit ; and therefore may dther be taxed or not, as 
the Hate (hall think fit. 

If this be taxed in the hands of the indullrious 
man, before it fuffer an alienation, the tax will be 
of a cumulative nature. If it be left free to him, 
and taxed to the perfon who buys it, it will be of 
the proportional kind, as we fhall fee afterwards. 
Again, 
^ , In the firft cafe, it will check the growmg wealth 
of the induftrious num j in the fecond, it will ac- 
celerate the difTipation of the buyer. 

Taxes, therefore, of the firft kind, are proper 
to be impofed in countries where the Hate is jealous 
of growing wealth, as we have obferved in the 25th 
chapter of the fecond book. If the tax, again, be 
laid upon the buyer, then the balance will turn in 
favour of the induHrigus man, in proportion to the 

fuir 
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full amount of (B), aqd will produce no other ef- chap. 
fed than to accelerate the diflipation of the buyer. >Mr-,-imf 

Let us DOW take in a new combination. 

If, when the whole work ie brought to market 
and fold, the price ihall not exceed the value of the 
uiduflrious man's (A), then he is of the clals of 
thofe we call pbyfieal-necejfarians, who accumulate 
no profits. If the price of it be lefs than (A), he 
becomes a load upon the ftate, a bankrupt to tbofe 
who have fed him upon credit, and mil die for want, 
untefs he be fu[^orted by charity. 

So hx with regard to the feller : next as to the 
buyer. 

Tlie buyer appears at market with his money. 
When he comes there he mult give, firft, an equi- 
valent for the prime coft of the merchandize : that 
is, he mufl: refund every expmce necelTarily incurred 
in producing it ; that is, he muft refund the value 
of (A). Next, the induftrious man has a claim upon 
him for his profits, viz. his (B). Thai comes the 
fUte, who claims a part of his wealth, in regard 
Aat he is going to purchafe what his own induftry 
has not produced. This is the tax ; I (hall call it 
(C). This rax will be found of the proportional 
kind. It will not affeft the growing wealth of the 
feller, but it will accelerate the diffipation of the 
buyer j and will pull down the fcafe againft him, in 
favour of the induftrious. lliis is a proper tax, in 
countries where the ftate obferves the maxim of 
Aaring the wealth of thofe who diflipate. 

Let us now take in another combination. Let 

us fuppofe this buyer to be an induftrious perfon, 

and the thing bought to be a neceffary material for 

1 the 
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the manu&dure in which he is employed. Is it not 
pUin, that when the fecond mduftrious man comes 
to market to fell his work, which I alfo fuppofe to 
be compofed of his (A) and his (B), that his (A) 
becomes a'ftill more compounded body ? It tirfl in- 
cludes his own phyfical-neceifary, as above : Se- 
condly, the (A) and (B) of the man from whom he 
bought the materials : and. Thirdly, the (C) which 
he paid to the ftate for the liberty of acquiring what 
he himfelf had not produced. 

Whoever therefore buys from the fecond induftri- 
ous man, muft, in like manner, refund to him his 
full (A) ; he muft alfo pay him his (B) ; and then 
he will find the ftate claiming their (C), as in the 
former operation. 

This being done, let us examine the interefts of 
all parties. The firft induftrious man has no reafon 
to complain of the tax ; becaiife he was paid his ne- 
ceffary expence (A), and alfo his (B) for his pro- 
fit ; and the ftate realifed the tax at the expence of 
the fecond induftrious man, who paid it. Now we 
faid that the dilTipation of his wealth was accelerated 
in proportion to the value of what he paid for (C) ; 
but as he is none of the idle, arid as the thing he 
bought was a material necelTary for his manufac- 
ture, the fecond buyer finds himfelf obliged to re- 
fund the whole amount of the firft (A), (B), and 
(C) y becaufe the fum of them makes a part of the 
fecond man's (A). Now it is the refunding of this 
(C) to the induftrbus man which is the only cur- 
cumflance, from which proceeds the rife in the price 
of commodities, in confequence of proportional 
taxes. Moreover, the fecond buyer muft pay the 
fecond 
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fecond induftrious man's (B), in fiivour of the ba- 
lance which is going to turn againft turn ; and lafl:- 
of all, he mull pay the fecond (C), which is the 
flnre the ftate requires of him, in order to accele- 
rate his difTipation. 

Now let us obferve,thatifthe commodity bought 
by the fecond induftrious man, be not neceffary for- 
the exiftence of his manufacture, it cannot enter 
into his (A), and therefore muft be diminifhed upon 
his (B) } and if his (B) cannot pay if, then he will 
owe it to fome body, and for the future muft either 
abflain from fuch expences, or leave off working, 
in favour of thofe who can live without them. 

Let me illuftrate all this by an example. 

A tanner fells his leather to a ftioemaker ; the 
fhoemaker in paying the tanner for his leather, pays 
the tanner's fubfiftence and profit, and the tax upon 
leather. 

The man who buys the (hoes for his own con- 
fumption, refunds all this to the Ihoemaker, toge- 
ther with his fubUftence, profit, and the tax upon 
fhoes ; confequently, the price of fhoes are raifed, 
only by refunding the taxes paid by the induftrious. 

But if the Ihoemaker's fubfiftence Ihall happen 
. to include either tavern expences, or his confump- 
tion on idle days, he will not draw thefe back ; be- 
caufe other ftioemakers who do not frequent the 
tavern, and who are not idle, will underfell him ; 
he muft il»erefore take his extraordinary expence 
out of his profits ; and if his profit be not fufiicient, 
he muft run in debt to the tavern-keeper. 

The extravagance and idlenefs, therefore, of par- 
ticular workmen does not check induftry, nor raife 
prices J 
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BOOK prices ; for thefe will always be in proportion to de- 

^^■m.^ mand, and there is no reafon why demand fliould 
either rife or fall, becaufe a pardcular workman is 
extravagant, or confumes a conunodity not neceflary 
for his manufefture or fubfiflence. 

From this example Huate arifes a new combination : 
that in proportion as the induftrious do not confume 
of the produce of thrir own induftry, but come to 
market with the whole, and then purchafe the Work 
of others, they are confidered, as to taxes, in the 
lig^t of idle confumers, who do not work, but who 
purchafe with money the fruits of the induftry of 
others. By this operation, the taxable fund is aug- 
mented beyond the extent of the general furplus 
. called (B). The reafon is pkin. "Whatever is 
brought to market is fuppofed to be furplus, as it 
Jttoy there be bought by the idle, as well as the in- 
duftriops. The only difference is, that the firft do 
not draw back the tsbc, and that the fecond do,' as 
we have already ihewn. 

From this reafoning we may conclude, that the 
way to carry proportional taxes to their utmoft ex- 
tent, is to' draw all commodities to market, to en- 
gage every one to carry thither the whole produce 
of his induftry, and there to buy whatever he ftands 
in need of. 

But which way will you engage either a larmer ■ 
to fell his crop, and buy fubfiftence from another } 
. 'or a fhoemaker to fell his own, and buy his ndgh- 
bour's (hoes ? The thing is 'impracticable j and were 
it attempted, it would prove an arbitrary proceed- 
ing, and a cumulative tax laid upon their induftry : 
a tax which," by the nature of it, tbey canmt draw ■ 
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hackf as we fliall prefently fee, and from this dr- chap. 
cumllance alone proceeds the wholfroppreflion of it. -.m-.-mj 

Let me next analize the price paid by the laft 
buyer, whom we have called the rich and idle con^ 
futner of the manu&£lure, who can draw nothing 
back from any body. 

Is it not compofed of the whole value of the fub- 
fiftence, of the work, of the profits, of the tax ? 
' The whole reimburfetnent of al! former payments 
and repayments comes upon him. Thofe who have 
been at all the expence, appear in the light of his 
fervants and agents, who have only advanced mo- 
ney upon his account. 

How abfurd, therefore, is it either to fay, that 
all taxes fall ultimately upon land ; or as others, 
for no better reafon, pretend, that they fall upon 
trade. I fay, that this clafs of taxes which I have 
now been defcribing, ant} which I Ihall ftill more 
fully explain in a fubfeguent chapter, never can fall 
either upon, or affeft any perfon but the idle ; that 
is to fay, the not induftrious confumer. If there 
be found a poflibility for any confumer to draw back 
the tax he has paid, I fay he is of the clafs of the 
induftrious, in one way «■ other : and farther I fay, 
that fuch a tax raifes the price of the commodity. 
But by dra\^ng back, I underftand, that the repay- 
- ment is an infeparable confequence of his having 
paid the tax. I do not^ for example, fay that a 
place-man draws back his taxes by the emolum^it^ 
of his office : but I fay a brewer draws back his ex- 
cife by the fale of his beer. 

Let. this principle alio be retained, that with re- 

fpedt to the confupiption of fuperfluities by the ma- 

nufac- 
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nufaftuiing clafles, they alfo mufl: be coi^idered as 
being of the clafs of the rich and idle, as much as 
the firft Duke in England. When therefore the 

•^travagance.of the manufafturing clafles becomes 
general, and when the rate of the market can afford - 
them great wages, relatively to the price of necef- 
feries, fuch profits confolidate into the price of the 
manufafture, according to the principles laid down 

Aa the loth chapter of the fecond book. The ftatef- 
man then muft endeavour to create a competition 
among them,' by introducing frefti and untainted 
hands into fuch branches. This will be a fiire check 
upon the diflipation of the induftrious, and, if rightly 
applied, will prevent all frauds, all pretences for 
the rife of the price of labour on account of taxes : 

- and, if carried to its full extent, will prevent any 
induftrious perfon from enjoying either a day's idle- 
nefs,' or the fmalleft fupeffiuity; except in confe- 
quence oFhis peculiar dexterity, or extrinlic advao^ 
iiges. 

CHAP. IV. 

Of cumulative Taxes. 

T SHALL not here repeat what 1 have already faid 
concerning the chara£leriftics of this kind of im- 
pofirion } but after citing fome examples, I fliall 
examine it more clofely, as xo its nature and confe- . 
quen(;es. 

The moft familiar examples of it to an EnglUh- 
man, are tithes, land-tax, window-tax, and poors- 
rates. 

he 
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The itioll femiliaf examples to a Frenchman, are 
the TaiUe, Fourage^ and Ifiencil, (which go com- i. 
monly together) ; alfo the Capitation, the Dixieme^ 
the Vingtieme, and the Indujirie*. 

The nature of all thefe taxes, is, to affeft the 
poffeffions, income, and profits of every individual, 
without putting it in their power to draw them back 
in any way whatever j confequently, fuch taxes tend 
rery little towar:ds enhancing the price of commodi- 
ties. 

Thofe who come under fuch taxes, do not always 
confider that their pall induitry, gains, or advanta- 
ges of fortune, are here intended to fuffer a dimi- 
nution, in favour of the ftate j for' which out-going 
they have, perhaps, made no provifion. 

Wlien people of the lower clafies, inftead of be- 
ing fubje£led to proportional taxes, are laid under 
fuch impofitions, there refults a great inconvenience. 
They are allowed to receive the whole profit of their 
jnduftry, which in the former chapter we called 
their (B), the ftate however referving to itfelf a 

* The TaiUe ia praperly a land-tax, to which men called 
BoJi arc not fubjeacd. The reafon of which is, that it wa* ori- 
ginally impofed in Ueu of fuch perfonal military fcrvices as were 
peculiar to the lower claffes. 

The Fourage and UJlmcil are laid upon all thofe who pay the 
tidile, and are in proportion to it. The firlt is appropriated for 
" the fubfiftence of the cavalry, when they are in quarters ; th; 
laft for kettlet and fmall utenCh for the infantry. 

The CapUaliim is the poll^ax. The Diximei and Vin^ikms 
have been ab'cady explained, and tithes are well known to every 

The Induflrii i» that impofition arbitrarily laid on by the In- 
tendants of provinces, upon all claffes of induftrioua people, in 
proportion to their foppofed profits in every branch of bulinefs. 

claim * 
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■ o o K claim for a part of it : this, inftead of bdng paid 

^^^uLr gradually, as in a proportional tax, is coHe^led at 

the end of the year, when they have made no pro- 

vifion for it, and confequently, they are put to dif- 

trefs. ^ 

Befides, how hard is it to deprive them of the 
power of drawing back what they pay ? And how 
ill judged to trufl: ntoney with thofe who are fup- 
poied to gaiii only an eafy phyfical-neceffary ? An 
equivalent for procuring the articles of cafe and lux- 
ury, ffiould not be left in the hands of thofe who 
are not permitted to enjoy them. 

From this we' may conclude, Firft, That the 
more fuch taxes are proportional to the fubjed taxed. 
Secondly, the more evident this proptirtion appears ; 
and Thirdly, the more frequently and regularly 
fuch taxes are levied ; the more they will refemble 
proportional taxes, and the lefs burden will be found 
in paying them. Let me itluftrate this by fome ex- 
amples. 

The ftoppage upon a foldier'a pay, either for the 
invalids, or Chelfea, is a cumulative tax ; but the 
method of levying, it gives it all the advantages of 
one of 'the proportional kind. Firil, It bears an 
exad and determinate proportion to the value of his 
pay. Secondly, This proportion he knows perfeSly. 
^nd Thirdly, Inllead of receiving the whole into 
his own pofleffion, and paying the hofpital at the 
end of the year, it is regularly and gradually retMued 
from him at every payment. 

Tithes are a cumulative- tax ; but they are accom- 
panied with all the three requifites to make them 
light; although in other refpefts they are exceffively 

bur- 
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bw<|enfDine. Ftril, They b^r an etafit prop6rtioQ cbap* 
tp the crop. Secondly, This proportiop is perfe£Uy ■■■■-«■■■;» 
Jmown. Thirdly, Nature, and not the labourer, 
roak^ the provifion. But they Mi upon an iniproi> 
per objed : they affeft the whole produce of the . 
Jand, aqd not the furplus ; which kft h the only 
fund that ought to be taxed, as has beoi faidi 

The tajnd-tax in Scotland bears, Firft, a very de^ 
termiiiate proportion to the valuation of the land ^ 
and has. Secondly, the advantage of being weU 
Known toi every contributor ; fo that provifion may 
^ily be made for it. But the third lequifite is 
wantii^ : the proprietor having the public money 
in his hands, often applies it to private ptirpofes f 
'' and whep the demand is made upon him^ he is put 
to diftre&. 

The tailk, in nunyprovince of France, bedn, firi^ 
9 very exaft propordon to the value of the land *. 

But in the lecond place^ the proportion is entirely 
Unknown to the man who pays it ; being nowhere 
to be feen but in the office of the intendant aod his 
deputies. 

And in the lall place, the whole jjAyment coma 
fit on^. 

"VThat hides, and Confequently deflroys this pro* 
jportion vnth refpefl: to the French taille tafjfeti 
if, that if after the firft diftribution is laid on, a$ 
in' Scotland, at fo many IhiUings in the pound of 
Valuation, the fiill fum intended to Be raifed do not 

* This fort of taiSe is called tatj0t ; becanri: It i> impofed 
kccordiug to a valuation of the bnd. It is a late improTetncnt ) 
but Mi is ocpo&d to niupbcrlcli incoavcuiciices, whidi mx foen* 
ffpned 1^ the t»t> 

,Vpi.. IV. O come , 



by Google 



i9+ ' AN INQUIRY INTO THE PRINCIPLES 

B o^o K ^omc in j either becaufe the Intendant ha« given ex- 
«— V— i. emptions to certain parifhes, on account of the ac- 
cidents of fterility, hail, mortality among the cattle, 
and ' the like ; or becaufe the property of a part of 
the pariOi has fallen into the hands Of people ex- 
empted from the faille \ or hftly that others, who 
were really bound to pay a part of it, are become 
infolvent. Hie istendant muft: then makea fecond, 
and perhaps a third general dillribution of the defi- 
ciency upon all the former contributors, in the moft 
exaft proportion indeed to the valuation of the lands, 
but yet by the nature of it impoffible to be fbrefeen. 
It is for thefe reafons chiefly that the tmllc in that 
kingdon) is fo grievous. 

Thefe fecond diftributions of the tax, Firft, de- 
ftroy the proportion between the tax and the reve^ 
Hue taxed. Secondly, They make it impoffible to 
judge of the amount of them. And laftly, the de- 
mand comes at once, .when, perhaps, the money 
hgs been otherwife applied. 

The French tax upon mduftry is more gricvoas 
dill -, becaufe none of the three requllites above- 
mentioned are allowed to operate. 

This tax is fuppofed to be proportional' to the 
profits made upon trade, and other branches of in- 
duftry, not having the land for thdr objeft. AH 
.merchants and tradefmen, in cities, and in the coun- 
try, pay the tax called tndufirie ; and the reafon 
given for eftablifhing this tax, as I have faid in ano- 
ther, place, is in order to make every individual ia 
the ftate contribute to the expence of it, in propor- 
tion to the advantages he reaps. Nothing would 
be more juft, could it be put in execution, without 
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doing giieattr hurt to the ftate, thin the revenue chap. 
drawn from it can do good. _,-,^-w_f 

I (hall now {hew how, in this tax, alt the three 
requiHtes we have mentioned are wanting. 

Firft, by its nature, it can bear no exad propor- 
tion to the profits of the iddultrious man ; fince no- 
body but the perfon taxed can fo much as guefs at 
thdr extent. 

Secondly, It cannot poflibly be provided for, as 
no check can be put upon the im'pofer, unlets as 
fax as general rules are laid down for each ciafs of 
the induftrious ; and from thefe again other incon- 
veniences flow, as flialL be obferved. 

Thirdly, It comes at once upon poor people, who 
have been frequently forced Jo beg for want of em- 
ployment before the tax-gatherer could make his 
demand ; and thofe who remain, frequently be- 
come beggars before they can comply with -it. 

I fay, that from the general rules laid down for 
regulating this tax, as to every clafg, a workm^ 
who has a large family to maintain, is no lefs taxed 
than one who has no charge buthimfelf: and it will 
be allowed, I believe, that the profits of one induf- 
trious perfon of the lower claQes, is in no country 
fufficient to pay any confiderable tax, and maintain 
a large family, much lefs a fickly one. I therefore 
imagine,' that cumulative taxes never fliould be 
raifed .upon fuch clalfes of inhabitants as have no 
income but their perfonal indaftry, which is fo fre- 
quently precarious. 

Merchants alfo ought not to be fubjeSed to any 

tax.upon their induflry. They ought to be allowed 

to accumulate riches as fatt as they can : becaufe 

O a they 
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they employ t h em for the advancement of indufby ; 
and every deduflion from their profits is a dimiau- 
tion upon this fo ufeful a fund. ' 

When camulative tax£S are laid upon any of the 
indoftrious claffes, they tend to check growing 
Vealth ; and are moft commonly impofed ia mo- 
narchical iiatesj where riches are apt to excite 
jealouTy, as has been obferved. 

But aj to the dafs of land pixjprietors, that is 
b} foy, the more'vealthy inhabitants, who Htc upon 
a revenue already made, the tnq^ropriety d cArniu* 
lative taxes is much lefs. They are however bur< 
denfome, and difagreeable in all cafi», and ought 
to be difpenfed with, when the neceflary fupplies 
can be made out by [woportional taxes, wiHiout 
ruling the prices of labour too high for the prolpe- 
rity of fordgtt trade. 

From the examples I have given of this branch 
«f taxation, 1 hope the mature (^ it may be fully 
underflood, and that for the future no inconve- 
nience will arife from my ensploying the term o£ 
cumulative tax, I fliall now fubjoin its defiution. 

A cumulative tax, is the accumulation ■of that rettmt 
•wbicb every individuai, who enjoys any fuptrfiuityf 
mves daily to tbejiate^ for the advantagei he receives 
by living in the fociety. As dds deihution would 
lut have been underfhsod at fetting out, Tthou^ 
it proper, firft, to explain the nature of the thing 
to be40fin«d. . 
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C H A P. V. 

Pf the Incmvoeniences ^bicb proceed from proportimal 
Taxes, and of the Metbodt if removing them* 

A PROFORTioHAL tax, as I have faid, is that 
■^^ which is levied upon the idle confuiiier, at , 
the time he buys the commodity ; and while, by 
coniuming it, the balance of wealth is turning againft 
him, in &TOUr of the feller. This tax is confoli< 
dated as it were with 'the price of the commodity; 
and mull of neceffiiy raife the price of it. 

I fay, it is levied at thetimeof buying,.andaffeds 
the buyer, in confequence of his confumption j, be- 
" caufe we have feen, that when the commodity is not 
confumed by the purchafer, then upon a fubfequent 
alienation he is refunded all he p^d. t confider him 
therefore, in this cafe, not as paying, but as advanc' 
ing th6 amount of the tax for another ; and while 
any part of the commodity remains unconfumed, 
there ftill remains the equivalent for a proporticmai 
part of the tax in the hands of htm who advanced it. 

1 Ihall now proceed, as in the former chapter, by 
^ving fome examples of fuch impofitions ; and in 
examining them, endeavour to Ihev thdr nature 
' and confequences. 

The molt ^miliar to an EngHlhinan are, excifet, 
cii/lomt, malt-tax, _ftamp-duties, and the like. 
' To a Frenchman the gabelle, the traHtet, th^ 
indes, tobacco, $cc.* 

In 

* The gaheUe U a branch of the general hitu, and confifta 

of ao rxciie upon lalt. The maDufadure of the comnodttjr ia 

O 3 U 
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In all kinds of this impofidon we find the tax re- 
gularly reimburfed from hand to hand ; it adheres 
fo clofely to the commodrty, that it becomes as ef- 
fentially a part of the value, as carriage, packing, 
and the like incident charges, enter into the prices 
of goods. It never can affeft the induftrious perfon 
who does not confume j and never can be avoided 



in the lianda of the farmers i and they, for a liberty to fell fait 
at a certain price, far above the expence of the manufadure, pay 
to the King an annual revenue of 28 millions of Uvres. 

This I call a proportional tajt, relatively to confumers; al- 
though iii reality no tax-gatherers be employed for the colleSion 
of it, contrary to what is the cafe of all excifei ; which are fel- 
dom farmed by govemmeDt to the manufafturers of the commo- 
{lity taxed. 

The trail/a, or, as they are otherwife called, the five great 
farniB, were eftabliflicd by Colbert, when he took away a mul- ■ 
titude of cultoms paid upon the tranfportation of goods from 
one province to another. They, t\it traiitts faraiius at teaA, 
refemble very much our cuftoms, or the duties of tunnage and 
poundage, and are let to the farmers general for the fum of ti 
millionB. ' ^ ' 

The tohat^o is of the fame nature with the {alt tax. The 
farmers general have the exclulive privilege of felling it at a pried 
fixed by the King. 

For the farm of the tobacco are paid 15 millions. 
■ The mJa refemble our excifes more than thofe we have ineti< 
tioned. They conlitt in duties upon liquors, either brought into 
towns, or fold by retail in public houfes ; and upon all arti(jes 
of food fold in corporations, except grain of every kind, which 
is Jree. They comprehend alfo a multitude of other duties fu' 
ferfiuoDs to enumerate. They are coUefted by tax-gatherers 
at the gates of every town, who alfo have accefs to all publi^ 
boufes, where retail is laid under additional rates. The tiidt* 
are farmed at 38 600 000 livrfs. Thefc were the rates in the 
farms let in 1755. They have been fince augmented in 176?, 
as has been obferved. 
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by him who does. Such taxes thercfbre necefiarily cb^ f. 
raife the price of the commodity taxed. ' 'b^-m-— ■* 

Having already pointed out the principal advan. 
tages of proportional taxes, which is to throw the 
whole of the burden upon the rich, whom we have 
called the idle confumers, the better to diftinguifli 
them from the opulent dafs of the induftrious ; I 
muft now enumerate the principal inconvaiiences 
complained of, frpm this mode of taxation, and 
trace out the principles from which they may be af- 
certained and removed. ' ' 

The principal inconveniences alleged agaiaft 
proportional taxes may be reduced to three : 

Firft^ That they tuve the eSeSt of raifmg the 
price of labour, and the produce of Induftry,. and 
thereby prove' hurtful to the profperity of foreign 
trade. 

- ' Secondly, That they difcourage confumption, by 
carrymg the prices of many things too high for peo- 
ple of a middling rank in life. 

Thirdly, That they are both expenfive in the col- 
le^on, and opprdSve, from the many reftridions 
put upon liberty, in order to prevent frauds. 

In analyzing every one of thefe inconveniences, 
it will be proper to inquire, how hr the conclufions 
againft thofe taxes are drawn from matter of fad ; 
bow far from plau(^le appearances - only } and fo 
far as they ate real, not imaginary, to difcover the 
methods of removiiig them. 

As the firit inconvenience arifes from the raiiing 

of the price of aU kinds of labour, and con&quently 

of manu&dures, I mull diftinguiih between the 

conlequence of raifing prices at home, and of raifmg 

O 4 them 
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them upon articles of exportatloii } iM I muft' con- 
I fider the one and the other reladvely to the collec- 
tive body of a Hate, and not to fome few individuals 
in it. 

High prices at home are no difcouragemeftt to 
l^induftrious, moft certainly, however difagreeable 
thfiy may prove to confumers ; and while they ftand 
high, it ta a proof that the demjuid of the confumers 
does not diminifh. 

High prices upon goods to be exported, are td 
be judged of by the proportion they bear to tho& 
in other countries. 

Now Ae price of a manu&£lurer*3 wages is not 
regulated by the price of his fubiiftence, but by the 
price at which his manu&dure Mh in the market. 
Could a weaver, for example, live upon the jur, h< 
would lliU fell his day's work according to the vihli 
of the manu&drure produced by it, when brought 
to market. As long as he can prevent the efie&t 
of the competition of his neighbours, he will .carry 
the price of his work as high as is c<mfi(lent with 
the profits of the merchant, who buys !t from hiift 
In order to bring it to market { Ohd this he will con- 
tinue to. do, until the rate oi the market be brought 
down. 

It is therefore the rate of the maii?t for labour 
and manufadures, and not the price of fubllftence» 
which deternunes the ftandard df wages. Werd 
proportional taxes to raife the price of rubfifteiice, 
and by that drcumflance to difcourage manufa^ures 
ve Ihould fee the graierality of woii^hen living with 
fbbriety^ deprivii^ themf^vet of fuperfluity, com 
fi^g dKttifelvQStotl^ fiaia but fvtffdent ^y&caU 
necef* 
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neeeflary, working with all the alliduitf a man ca|l ca ak 
fupport, and ftill not be able to fupply the mai^et i— ,w 
jLt the ordinary rates. 

When in any country the work of manufeau- 
rers, who live luxurioufly, and who can afford to be 
{die fome days of the week, finds a ready market ; 
this drcumftance alone proves beyond all difpute, 
that fubfiftence in that country is not too dear, at 
Jeaft in proportion to the marfcet prices of goods 
at home ; and if taxes on confumption have, in 
hGt raifed the price of neceflaries, beyond the for- 
mer ftandard, this rife, cannot, in iad, difcourage 
induftry : it may difcourage idlenefs ; and idlendit 
will not be totally rooted out, until people be forced, 
m one way or other, to give up both fuperfluity and 
days of recreation. 

People are very apt to draw concluljons from 
what they think ought to be, according to the par- 
dcular combinations they form to themfelves ; and 
for this reafon it is generally thought, becaufe taxes 
are higher in Bngland than in fome other countries, 
diat fordgn trade Ihould therefore be hurt by them. 
put the lloth and idlenefs of man, and the want of 
ambition in the lower clalTes' to improve their cirf 
Cumf^ces, tends more, I fufpeft, to leffen the pro-' 
du^ons of induftry, and thus to raife their price„ 
than any tax upon fubfiflence which has been hi- 
therto impofed in this kingdom. 

The whole of this doSrine is proved by expe.. 
rienM, and Is confirmed by our natural feelings. 
Many have been amazed to fee how well the manu- ' 
faduring clafles live in years of fcarcity, which fre- 
quently bvrf th? effed of dovibUng the pricb of the 

moft 
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poo^ moR. neceflary articles of fubfiftence. Are they not 
\_,-_'- ■ found, in bad years, more afliduous in their labour ? 
Do they then frequent ale^houfes, as in the years 
of plenty ? Are they found idle one half of the week ? 
Why fhould a tax laid on by the hand of nature 
prove fuch a fpur to induftry ; and another, ilmilar . 
to it in its eSe£l, laid on by the hand of man, pro- 
duce fuch hurtful confequences ? Were a courfe of 
bad years, I dare not fay an increafe of taxes, to 
continue long enough to bring raanu&durers to a 
habit of fobriecy and application, a return of plenty, 
and low prices, would throw into their coffers, what 
many of them diflipate in riot and prodigality. 

Even this conclulion will be too general, if every 
circumftance be taken in. Manufa^urers there are, 
who work hard, and live foberly fix days of the 
week, and who at the end find little fuperflipty, 
notwithllanding the high price of labour. Alas i 
they have many mouths to feed, and two hands 
only to fupply the neceflaries. This is the lata! 
competition fo much infifted on in the firfl bixik, 
and by which a door is opened to great diftrefs. 
Either the unmarried gain what the married fhould - 
do, and become extravagant, or the married gain 
no more than the unmarried can do, and become 
miferable. 

The average between the two ought to determine 
-the rate of wages in every modem fociety. 

The remedies for this unequal competition, flow- 
ing from the happy hberty we enjoy, have beeii 
confidered in another place. 

The inconvenience here under examination will 
not be.retaoved by an abolition of taxes ; nor will 
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It increafe by the augmentation of theai, as long as chap. 
tnanufa^urersi upon an average, enjoy fuperfluity ^....v— ^ 
and idle days. 

Under thefe circumftances I conclude, that if fo- 
reign trade fuffer by the high prices of commodities 
in our markets, the vice does not proceed from our > 
taxes, l)ut from our domellic luxury, which fwells 
demand at home. Were we lefs luxurious, and 
more frugal in our management in general, all 
dafles of the induftrious, from the retailer down to 
the lowed manufa£lurer, would be fatisfied with 
more moderate profits. Let not, therefore, a ftatef- 
inau regulate his condu^ upon fuppofitions, nor 
conclude any thing from theory, nor from argu- 
ments & priori, drawn from the fuppofed efie^s of 
taxes ; but let him have recourfe to informadon 
and experience concerning the real Hate of the 
matter. 

Let him inquire what are the prices abroad ; what 
are the prices at home ; how thofe who work in ex- 
portable commodities live ; what fuperfiuities they 
enjoy ; and what days of idlenefs they indulge in. 

^ If he find chat goods are not exported, becaufe 
of high prices, while manufacturers are enjoying 
fuperfluity, and indulging themfelves in idlenefe, 
let him multiply hands, and he will reduce them 
all to their phyfical-necefiary ; and by thus aug- 
menting the fupply, he will alfo reduce the prices 
in his. mai^ets at home. 

If he want to reduce prices ftill lower, in favour 
of exportation, but find that he has occafion for the 
amount of certain taxes, which enbanee the value 
of this phyftcal-neceflkry, to which he has reduced 

his 
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B <3o K his induftrioils clafles, then let him grant a bounty 
;i— v^ upon the quantity exported, more than equivalent 
to compenfete the rife of ,prices occafioned by the 
taxes paid by thofe who provide it ; and let the peo- 
ple at home continue to pay dearer than ftrangers, 
in fxroat of the ftate. If by lowering prices you 
vifli to promote eitportation only, there will be no 
oc<3lfioti to lower them univerfally, any more than 
there is occafion to put a large plaifter over the 
whole body, to cure a fmall wound on a pardcular 
part of it. 

I have faid, that while the rate of the market re- 
mains the fame, fo will the prices of every part of 
labour and induftry, which enters into the compo- 
fition of the thing brought to market. This is con- 
fiftent with rcafon, and experience proves the truth 
of it ; becaufe we do not fee wages fludnate with 
the price of living. If they do not fluftuate in that 
proportion, how can we conclude that a rife in the 
price of fubfiftence, occafioned by taxes, fliould 
raife wages more than when the price is raifed by 3 
patural fcarcity. It may be anfwered, that the im- 
pofition of a tax gives a general alarm ; the effeS: 
it muft have upon prices is immediately felt ; and 
manufa^urcrs then inlifl upon an augmentation of 
Jheir wages ; whereas, when nature either produces 
the lame, or even a greater effeft, people fubmit 
to what they think comes from the hand of God, 
and content themfelves with the hopes of better 
times. I fliall allow to this argument all its force. 
But I muft obferve, that when manuiadurerS 
can thus capitulate with their employers, ;md can 
Hifift uptm an apgtnentation of thdr wages, the de- 
6 tfiwi 
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mandofthemaricetmuftbe greuer thimtherupplf ^bai 
from their work. ThU ia the circiunftance which u^,,^ 
tules the price of labour. Let the demand of the 
market ^1, the prices of labour will fall, in fpite 
of all the reabanB which ought naturally to mako 
them rife. The workmen will then enter into a 
hurtful rMnpetition, and fl^ave one another, as has 
bten cfteii ob'orvi.!. Lei: die demand of the mar- 
ket rile, maiiufaCvir-cr'; m?.j raiie their wages in pro* 
portion to the rife of the market ; they may, in thf 
cheaptfl't jcars, enjoy the higheft wages j drink one 
half of the week, and laugh at their employer, 
when he expefU they Ihould work for leis, in order 
to fweli his profits in die rifing n^ket. 

I have endeavoured' to throw this queftioa iitto 
d^erent fhapei, the better to apply' different prin- 
ciples to it ; and upon the whole, I muft determine 
that proportional taxes will, 
. Firft, Undoubtedly raife the price of every com- 
liKKUty upon which they are properly and immedi- 
ately impofed ; and if they be laid upon bread, and 
otho* vddes of nourifhmait, they will dircftly raife 
the price'of thefe articles in proportion ^ but the 
price of latx>ur will be raifed ccmfequently only, and 
aecDrdmg to circumftances. 

That iif taxes be laid upon the day's labour of a 
Bian, they will raife the price of that day's labour. 
What I mean by this, is, that if every one who em- 
ploys a man for a day, were Obliged to pay a penny 
to the fbite, for a permiffion to employ turn, the 
employer would diarge a penny more at leaft upon 
lihc day'« .wofk performed by the labourer. Were 
• teK equivalmt to it laid on the labourer by the 
year. 
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BOOK year, it wmld be of a cumulative and arbitrary na- 
• _,-J-._- tutt, and would not raife the price of his wages ia 
proportion j but were it laid upon the workman at. 
a penny a day, and levied daily, in this cafe, he 
might raife his wages in proportion. But this is 
not the prance any where. 

Secondly, The price of fubfiftence, whether it 
be influenced or not by the impofition of taxes, 
does not determine the price of labour. This is re- 
gulated by the demand for the work, and the com- 
' petition among the workmra to be employed in 
producing it. 

Thirdly, If wages rife beyond the phyficaT-necef- ' 
"fary of the workman, they may be brought down 
by multiplying hands, but never by lowering the 
price of neceflaries ; becaufe every man will make 
a profit of the low price, but wjU regulate his gain 
by the rate of demand for his labour. 

Fourthly, If, therefore, the price of his phyfical- 
neceflary be raifed upon him by the efied of taxes, 
he muft work the harder to make it up. 

Fifthly, If hands ihcreafe, after he is reduced to 
his phyfical-necefiary, the whole clafs of the manu* 
facturers will be forced to flarre. 

Sixthly, The increafe of bandi meaiu no mor^ 
than the augmentation of the quantity of work pro- 
duced. If, therefore, the fame hands work more 
than formerly, it is the fame thing as if their num- 
bers were increafed. 

From tbefe positions it feems to rdult, that when* 
ever it is found that manu&durers esjoy wagef 
more than in proportion to thdr phyiical-oeceflary 
through the year, reckoned upon th^ general ftver- 

age 
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iage of married men and batchelors, the method for 
reducing them to the proper ftandard, is either to 
multiply hands, if you want to reduce prices in 
your own market, or to augment the price of th^r 
phyftcaJ-neceflary, if you would have them remain 
the fame. When the hai^ cn^loyed are redly 
diligent, and prices (UU too high, .then it may be 
expedient, to increafe their numbers, provided they 
enjoy cbnfiderable p«^t8. This will cut off con- 
SslidAted profits, and lower the price of commodi- 
des } becaufe It will augnient the ftipply. 

Wheb the hands employed are not diligent, the 
bed expedient is to raife the price of thdr fubfiftence, 
by taxing it. By this you never will raife their w*- 
ges, until the market can afford to give a hettex 
price for their work. If, when they are brought 
to be fully employed, you would have the price (rf 
labour to fink univerfally, you mull take offfome 
of the impofkions which affe£t fubfiftence, and at 
the &me time gradually throw in frefii hands, ia 
-order to promote competition, which alone will 
force them to lower their prices in proportion. The 
\riiolc delicacy of this operation is to prevent com- 
petition among the industrious from taking place 
aftorthey are reduced to moderate profits; and to 
promote competition among them, or to-raife tlie 
price of th«r fubfiftence, until they be brought to 
the proper flandard. Havmg infilled fo fuUy upon 
thefe principles in the xviiith chapter of the fecond 
book, I here refer to it. 

I have faid, that the price of work is not regulated 
by the price of fubfiftence, but by the price of the 
market for the work. How I fay, that the price 
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of the market may in a great meafure be influenced 
by the price offid>fiftence. This is a new coinbt> 
nation. 

The &ft propofitiMi is undeniable. The price 
i^ the marlcet at idl timet rtptlatesthe price of work ^ 
becaufe it regulariy maket it Sn&vat«, in proportion 
to its own fluctuations, llie pricCt agtun, of fi^ 
fiftence mfluencei it only ; begauTe two drcumftancei 
may deftroy its efle£t. A high demand for w<»k 
will raiie the price of wages in yevs of plenty : a 
low demand will flnk the price of wages in yexn of 
fcardty. When therefore it is laid, that the price 
of fubfiflence infltiefuet the rate of markets, we only 
Acan, that the average price of fubliftence, when 
-good and bad years are taken togi^her, have a cer- 
tun influence-in regulatiog prices. But thb avenge 
price of fubiifteBce cannot ev^ vHnexc reguhte the 
value of work, as the average price of a fliip's cargo 
«an regulate the price of every part of.it ; becaufi: 
the variuioRs in the price of fubOftence have not 
efficacy fufHcient to overbalance the fanadms in 
the ftate of denjand. 

Could a plan be concerted, eith^ to pneferve 
die price of grain at one uniform ftai^^rd, or with- 
in the limits of 15 or perhaps 10 per cent, at alt 
rimes } and were this to be executed ^r the aiGflance 
of a tax at one time, and a bounty as it were at 
another ; it would certainly have an admirat^e fSeSt 
in every induftrious nation* It would in a planner 
take away the difference betweoi good and bad years. 
The induftrious flnding themfelv^ fubftfted at all 
times nearly at the fame expence, would not ftel 
thofe alternate motives to be idle and ezGravagant at 
one time, and diligent and fober at another. 

I have 
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OF POLITICAL (ECONOMY. 

I have enlargfed fo much upon the nature of this ( 
firfl inconvenience -proceeding from proportional v 
taxes, that I have left myfelf very little to hy as to 
the fecond, which is, 

Secondly, That they difcourage confumption, by 
raifmg prices too high for people of a middling rank 
in life. 

In anfwer to this,>Imu(l: obferve, that all the 
amount of proportional taxes is refunded to the ^- 
. duftrious confumer, fo far as they are raiftd on ar- 
ticles necejfary for his fubAilence ; and when he is 
either idle, or confumes a fuperfluity, he is claHed 
along with the idle and rich. Now if the rate of 
market prices be high, relatively to the income of , 
certain individuals, it can only be becaufe the fupply 
of the things they want to confume is not above- 
the proportion of the demand of thofe(who are 
richer. 

If, therefore, the rate of the market afford fuch 
prohts to manufacturers as to render them idle and 
luxurious, how can the augmentation of thefe pro- 
fits, by the abolition of taxes, and confequent di- 
minution of the price of fubfiftence, ever diminilh 
the competition of the rich, unlefs the fupply b« 
augmented \ 

But if the high prices of our own markets cut off 
the demand of ftrangers, then every principle laid 
down in the lothand 1 8th chapters of the fecond 
book, mufl be applied to bring them down : and 
as far as taxes, which are impofed either to fupply 
the exigencies of the ftate, or to cut off confolidated 
proBts, enjoyed by manu^dhirers in confequence 
of our own extravagance, have contributed either 
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BOOK to i^fe them, or to filpport them when raifed, aborc 

«M-v^ the foreign italidard, a full equivalent, in the way 

of bbiinty, mufl be given for them, in order to 

bring the exportation price of goods below tha 

level of foreign competition. 

I come nOvv to the laft inconvenience alleged a- 
gainft proportional taxes, to wit, the expence of 
coUeding them, and the oppreffion which is a con- 
fequence of the many reftriftions laid upon liberty, 
in order to prevent frauds. 

As to the expence of colledilon, it is entirely in 
proportion to the difpofition of the peopleto defraud 
the public. 

In France, the collefling the branches of cumu- 
lative taxes, fuch as the general receipts, compre- 
hending the taille, poll-tax, &c. cofts the ftate ixo 
lefs than lo per cent, or two fols in the livre, which 
is fuperadded to thofe irapofitions, in order to defray 
that expence. Whereas in England the expence of 
collefting the excite, adminiftered by commiflioners, 
who aft for the public, not by farmers who aft for 
themfelves, does not coft above 5/. 12s. '€>d. in the 
100/. 

This matter of faft is fufficient to prove, that ex- 
clfes, when under a proper adminiltration, are not 
fo very expenfive in the colleftion as is generally 
imagined j and they would ftill be attended with 
lefs expence, were fome proper alteratlctfis made in 
the prefent method of impoifmg them. This will 
appeaf as we go along. 

The oppreffion of levying excifes does not, in any 
proportion, fo mudi affeft thofe who really puj 
them,' as thofe iffho ^tvurtct dretn only for the con- 
lumers. 

This 
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Thu.diftiQ^Hon which we have already made, 
V'ill appear well founded, upon examininfi; the com' <. 
plaints which are coniinonty made againlt the col* 
le&ors of this duty. 

, We have feen how in the taxes upon fait and 
tobacco in France, there are ho duties collefted 
upon the people ', the farmers of the fait have all 
th£ fait marOies and fait pits alTigned to them by the 
King I no perfon, not privileged, is allowed tp make 
fait for the confumption of thofe provinces which " 
are fubjefted to the Gabelle. 

la like manner the ditlribution and fale of tobaccb 
,18 exclufively vefted in the hands of the farmers i' 
they buy it either from Great Britain, qr from the 
Dutch at fecojid hand ; they maniifefture it them- 
selves, and fell if over all France, at the price fet 
upon it by the King ; and we law, that during th« 
laA war, they paid thirty millions down, for a per* 
million to raife the price of it lo per cenl. during 
ten years. This price fixed upon the fale of tobacco, 
anfwers exaflly to what we know under the name 
of aflize, which ought conftantly to attend all ex- 
cifes* : for wantof obferving exacily this regulation, 

the 

• WTien excifes are impofed upon any commodity, it is con- 
trary to all principles in fcnirg the aflize, not to fuperadd the 
whole (iutj- impofed to the former felling price. This however 
is foihetimeB omitted, with an intention to make part.of the duty 
fall upon the manufaflurer, to the eafc of the fubjefl. The 
«onfe(]aence8 are, 

Firft, The manufafturers blow up the fpirit of the people 

againft the tax, -who never would thitric of making an outcry, 

were they not excited to it by the intereftcd tnotiTes of th< ma- 

DufaAurers. Were high profits allowed 4q manufadurers on im- 
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AN INQUIRY INTO THE PRINCIPLES 

the publicans and viftuallers in England raifed th^ 
price of their ftrong beer one halfpenny per quart, 
in confequence of an additional duty of three Ihil- 
lings ^fr barrel impofed anno 1761, which is at the 
rate only of one farthing per quart t- 

When the fale of an excifeable commodity is vefted 
in a company who manufafture it, by exclufive pri- 
vilege, the whole oppreffion of colle^ori is avoided } 
becaufe the company itfelf then pays the duty, and 
they draw their reimburfement from proportional 
profits on the fale of the goods. 

This is the greateft advantage of the farm above 
the public management of a tax. 

When exdfes are levied upon thofe who manu)- 

fa£ture the commodity excifed, the oppreiQon of 

' the 



poGng the taXi they would he quiet ; and if the promts were 
afterwards found to be too high, it would then he a popular 
saeafure to reduce the felling price, and alfo a means of fetting 
people on the lide of government, againlt the manufa£lurert, 
who are their real tax-gatherers. 

Secondly, It \» impoffible to compafs the end propofed. 
A proportional tax, rightly impofed, muft he drawn back ; 
and all attempts to prevent it, occafion only a multiplication 
of frauds, and a bad manufaflure. 

In fixing aflizes upon the manufaAuring of goods, which 
in different years vary in their price, regard Ihould be had to 
fuch variations; otherwife the manufa&urer will be diftreffed, 
and the public will be ill ferved ; in cither of which cafes, 
the people mil be animated againU fuch duties. 

The only expedient to Iharr the profits of the manu&f^u- 
. rerB of excifeable commodities, is to lay them under fome cu- 
mulative tax which they cannot draw back, fuch as making 
them pay for a licence. 

f It muft, however, be obfcrved, that the price of beer was 
not railed, either by the brewers, or by the viduallers, on - 
accoiiat of the additional nult-duty,' 1760. 



5yGOC>^IC 



OF POLITICAL (ECONOMY, 

the laws falls upon the manufa&urers, although c 
they advance the tax only, and draw it back from ^_ 
the confumers upon the fale of the commodity. 

Were people to refled a little, they would foon 
difcpver how greatly it b for the advantage pf every 
confumer in the kingdom, that no fraud in the col- 
le£tions Ihould pafs unobferved ; becaufe all the 
profits ariiing from frauds belong to the manufac- 
turer, who in reality is the tax-gatherer, as much 
as the fiirmers in France are tax-gatherers, when 
they fell their fait and tobacco. But as the farmers 
appear in the light of King's oHicerE when they pro- 
fecute cfFenders, and our colleAors feem to bear 
hard on thofe with whom we live, people foolifhly 
imagine, that were brewers, foV example, more 
gently dealt with» beer would come the cheaper to 
themfelves. This is a mere dclufion ; becaufe no 
brewer whatever will fell his beer cheaper than either 
an affize, or the ordinary rale obliges him to do, 
let his profit, from frauds, be ever fo great, and 
his addrefs in committing them ever fo fuccefsful ; 
and the lefs produdive the tax turns out to be in 
the end, the more the other impolitions upon the 
people muft be augmented, in order to make up 
ihe deficiency. 

If we compare therefore the oppreffion of excife- 
laws felt by thofe who advance thefe impofitions 
only, with the eafe which the confumers find who 
really pay them, we may judge of the advantages 
which the proportional taxes have over the cumu- 
lative. 

The exdfe, as paid by the brewer, is really of 

the cumulative kind. The excifeman demands 
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BOOK money of him, at a time when no altenarioti take* 

>»**v ' — -' place, and perhaps when he is not prepared to make 
the advance for his cuftomers, who muft refund H 
to him with profit : befides the hopes of being able 
to defraud are difappointed, and it is always difa- 
grewWe to be difappointed in what w6 either wifll 
or hope for. 

"Were all mankind honeft, the inconvenienced 
of levying fuch taxes would be lefs ; but as this 
is not the cafe, ' methods mu{t be falleti upon to 
difappoint the intention of committing fraud. The 
only way to accomplifti this, is, to render it dif- 
ficult and dangerous ; but while evefy individual 
lias a liberty to matiu&dure an e^cctleable com^ 
modity in whatever place he thinks fit to enter, 
(that is to declare to be fct apart) for that pur^ 
pofe } when every one has a liberty to £cU liquors,, 
■which, upon retail only, are f^bjectcd to excife 
{as is the cafe in France) muft not coUeSors be 
rrmltiplied in proportion to the oceupation which, 
fuch policy impties ? And will not thefe coUedors 
oppofe frauds tt> h^uds, in order to profit by 
them, at the expence of the merchant or manufaC^ 
turer ? This will fow difcord and hatred between 
two claffes of the fame fociety, and thereby (he ftate 
is hurt. All difcord hurts a ftate, as it does a 
private femily. •- 

It is out of my way to lay down plans for pre- 
venting fuch inconveniences. It would require ixi 
intimate knovi^ledge of every circumftance relating 
to the country for which the remedy is intended. 

1 (hall therefore endeavour only to throw out 

fome yftful hints, by mentioning Ae impofitions 

. "vhere 
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Of POLITICAL (ECONOMY. 315 

where the tnconveni«ices in levying are tji^j^aft; CHap. 
and by comparing ihefewUh other iiripoIitiopB, where ^p>v^^ 
ihe oppreflion in levying appears to be greater, the 
contrail of circumftances will fuggpft the principle? 
upon which a plan may be formed. 

There are many more frauds and difficohies ifl 
collefling excifes in the country than in cides, 4«m 
the number of manufafturers employed in theou 
It is jufl: fo with the aidet in France, from the oun*- 
ber of retailers. There are very iey/ frauds and 
little difficulty in gathering the malt-tajc j becairi^ 
the objed is unwieldy, and the places of manufac- 
ture are fewer. ^ 

The frauds upon tobacco and fait in France^, do 
not proceed from thofe who manufadure -them, but 
fi*om thofe who introduce foreign goods to fupply 
the place of thofe manuftiftured by the company. 
This thews that excifes Ihould be made as general 
as poffible over a country ; becaufe local exemprioni 
introduce, as it were, a foreign Country into the 
center of a ilate. 

^tamp-duties are feldom defrauded by forging 
the ftamp ; but in France, wliere they extend to 
almoft every deed of alienation, the public is de- 
frauded by private bargain*. 

Cuftoms are defrauded by the liberty given to 
trade in every port ; and from the want of conveni- 
ent public magazines, to (erve as a proper repofi* 
tory for all goods brought by fea. 

It may further be faid. In general, that frauds 

are moft frequent upon the new eftablilhrnem <rf 

taxes ; that thofe who complain mod of the oppref- 

Hon of chem, are predfely thofe who have the leaA 
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BOOK reafon for it j and that the caufe of thdr complaint 
■ , . i ._■ proceeds rather from the inconvenience in paying 
their taxes when they are not prepared, and the 
difappointment in defrauding, than from any real 
oppreffion arifing from the laws of excife : the hard- 
fllips of thefe laws are owing to the necefllly of ge- 
neral rules for preventing frauds ; and fuch rules 
would be unneceffary, could the liberty of conftnit- 
ting frauds be circumfcribed. 

One very good method of raifing proportional 
taxes, without great expence or oppreffion, when 
the lituation of a country will admit of it, is to levy 
n(f fuch duties, but at the gates of towns and vil- . 
lages, which in this light appear to be political in- 
clofures. At thefe gates every produce of the lands, 
and every manufaflure not made in the town, might 
pay a tax upon coming in; every manufaclura 
made in the town, might pay a'tax on going out : 
all fruits conTumed in the country might be free ; 
- all manufa^ures made and confumed in the towns 
might be free alfo. If we confider the quandty of 
exchange between the inhabitants of towns and thofe 
of the country, and between town and town ; this 
tegulation, I believe, will be found fufficient to 
raife more money by proportional taxes than what 
, is raifed in any country in Europe. 

A fecond method of diminifliing the expence, 
and alfo the burden of proportional taxes. Is to exaft 
nothing of the manufiaurers of cxcifeible goods, 
but to prohibit the delivery of them to any one who 
does not prefent a permit irom the excife office, 
Cgniiying that the tax has been paid. This is the 
method o^erved in the Auftrian Iqw countries, 
where 
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where estcifes are carried to a very great .hdght. char. 
Tliere the tranfporters or carriers of excifeable goods, -.^^^r 
are formed into a corporation, and none elfe dare 
to tranfport them. 

"Whoever has feen the execution of thefe regula- 
tions will not be very fond of them ; but the incon- 
venieaces which occur proceed from the political 
fituation of all thefe towns, the public debts of which 
are fo enormous, that to pay the intereft of them 
' excifes have been carried .fo high as to banifh ma- 
nufaflurers into the country, where few excifes are 
levied. It is from the country and many confidec- 
able villages, which have not the privilege of run- 
ning in debt, that the manufaflures of that country 
are carried on. No induftrious man can afford to 
live in the towns of the Auftrian Netherlands, ex- 
cept he who fupplies their confumption; and. in no 
place, I know of, is work fo dear as there. 

Were great excifes levied there upon the furnifh- 
ers of the excifeable goods, as is the cafe in Great 
Britain,' and were as little reAraint laid upon their 
frauds, thofe duties would not produce what they 
do ; and the oppreffion would be intolerable ; who-e- 
as by the policy eftabliflied, nothing but the high 
price of goods is complained of. A third method 
of avoiding both expence and oppreffion in levying 
proportional taxes, would be to confine the fabri- 
cation of all articles charged with them to certain 
places properly inclofed. Were thofe undertakings 
few and large, were fpacious magazines of all forts 
prepared, at the public expence, in all fea-port 
(owns, and furrounded with walls, an entire liberty 
plight be allowed within the inclofures, and no- 
queltions 
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queftiom wou^ be alked, but oq going in and 
combg out. Under fuch regulations a ftate would 
reap great benefit. Firft, There would be conii- 
derable favings In collefting. Secondly, There 
would be great favings on the number of hands 
employed in manufaSuring : forty men, in a large 
btew-houfe, make more beer than an hundred dif- 
pofed as they are in country villages. This rtfem- 
bles the introduOiion of machines into manufadures. 
ITic objeftion from the infringement of liberty is 
more a pretext, in order to facilitate fraud, than 
any thing elfc. Are not thofe who manufafturc 
exciTeable commodities, the fervants of the ftate i 
Are they not even the colledors of the public reve- 
nue ? With what face then can they pretend to be 
indulged in the means of defrauding their cuftomers 
of thofe taxes which they wilh to put into their owti 
jMckets, by withholding them from the public. 
Has liberty any other meaning, but an entire per- 
nuflion to do whatever is not forbid by general ahd 
wholefome laws, calculated for the ' univerfal good 
of the fociety; and ftiall this clafs of men, who 
arc enriching themfelves as much by the profits 

■ they have in advancing the taxes, as by their induf- 
try, be confidered in as favourable a light as ano* 

' ther wjio is paying a cumulative tax out of his in- 
come, one farthing of which he never can draw- 
tack? 

If any one (hould mifinterpret the doftrine of 
this chapter, I muft put them in mind of my ori- 
ginal plan, which was to keep conftantly in view 
thcrfe virtuous ftatcfmen who think of nothing but 
the good of their fubjefte. Taxes and impofitbns 
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in their hands, are the wealth of the father of the 
femily; who therewith feeds, clothes, provides for, 
and defends every one within his houfe. ITie in- 
weafe of taxes on this fuppofition is na'ional ceco- 
nomy, as fiialt be afterwards (hewn ; frauds are the 
thefts of fervants impairing the public good, and 
^rticularly the means of felf-defence agalnft the 
incroachmentE of ambitious neighbours. 

As it is the duty of every ftatefmanto make hi« 
pei^le happy and Sourilhing, perhaps the fpecala- 
tions of one whofe only intereft in throwing them 
upon paper is to hli up his leifure agreeably, may 
fome time or other tend to promote fo glorious « 
purpofe. 



CHAP. VI. 

Cumulative and proportional Taxes eampared •a^b 
one amther^ and farther examined, 

A FTER examining feparately the nMure and ef- 
fefls of cumulative and proportional taxes, it 
remains, for the more full under/landing of this 
fubje^l, to compare them together ; the better to 
find out wherein ihey really differ, and how far the 
di&rence is apparent only. 

It has been obfcrved, that as the payment of taxes 
js made in money, this payment can diminifli no 
part of the produce of either land, or induftry ; the 
whole amount of ihefe remains entire to the fubjefts 
of the ftate. 

Taxes then are paid dther out of the monqr which 

circulates in the purchafe of produce and manufee- 

$ tures{ 
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tures ; or out of the income arifing from folid pro- 
perty : from which we have concluded that ijiofe 
of the proportional kind mull conftantly be con- . 
fined within a certain proportion to alienation* 
"We have alfo obferved, that the impofition of taxes 
augments the mafs of circulation, and makes it re- 
quilite for a ftatefman to contrive fome method for 
increafing money in proportion to their increaft^ 
I hope thefe propofitions have acquired an additional 
confirmation, from what has been already faid in 
the preceding chapters. 

"We have alfo feen how the amount of propor- 
tbnal taxes is ultimately taken from the fup)erSulty 
of the, rich, whom we have called the idle confii- 
mers : and how they are advanced by one fet of 
the induftrious, and refunded by another, until at 
laft they fall upon thofe who cannot draw them back 
from any body. Thefe laft have been faid to pay 
the taxes, the others to advance them only. 

Were we therefore to fuppofe all defire of de- 
frauding out of the way, we fliould find the whole 
burden of proportional taxes confined to the incon- 
venience of advancing their amount by the induf- 
irious, and to the payment of them by the rich, 
which proportionally diminifhes their income. 
"Where credit therefore is well eftablifhed, where 
payments are regularly made by buyers to fellers, 
and where people proportion their expence to their 
free income, the wdght of proportional taxes will 
be very fmall. I. appeal to experience for the truth 
of this. 

Let us next examine the nature of cumulative 
taxes, as we have called them, in order to diftinguifh 
them.from the others. 

In 
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In thefe, alienation Is not 'neceffary at the time c 
,they are paid ; from which it follows, that, in « 
many cafes, they cannot be drawn back. When 
a man pays his land-tax out of his rent, what re- 
msuns to him will not buy more of any thing than 
if he had paid nothing. Nay, were the ftate to 
indulge him and take his tax in com, the com 
which remains to him would not bear an advanced 
price, unlefs the ftate fiiould export the quantity * 
he had given ; and then indeed, by diminifhing 
the fupply, it might raife the price of grain in ge- 
neral; but everyone having grain to fell would 
profit of the rife upon _ the price, as well as the 
landlord, whofe fhare does not commonly amount 
to one third of the crop. 

But were a cumulative tax fo levied as to prevent 
the proprietor from fpending what th^ ftate intends 
to make him pay out of his income, he who pays 
it would thereby acquire one great alleviation of his 
burden. 

I have faid that when a brewer pays the ex- 
cife, the tax, as to him, is of the cumulative na- 
, ture. It is fo in a certain degree, no doubt, as 
may be feen without farther explanation ; but it ftill 
fo far retains its own nature as tobe eafily drawn 
back from the confumer. But how can a foldier 
draw back the tax he pays to Chelfea ? 

From this material diftinction between the twa 
impofitions, I conclude, that no objeftion can lie 
againft proportional taxes, fo far as they affeQ the 
ioduftrious ; becaufe they draw them completely 
back : and that great obje'ftions lie againft cumula- 
tive taxes, when they afteft the induftrious, becaufe - 
' they cannot draw them back at all; and confe- 
quently. 
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■ o <> K quentiy, i6ey may affeft the phyfical-necej&ry of 
^ .-,',_/ the coB»)bu;or, in cafe no pro^t fhould remain to 
him upon his labour. On the other hand, I think 
little objection can be made to cumulative taxes, 
when they are impofed upon pofleffions, which pro* 
duce a vifible annual revenue, clear to the proprie- 
tor. This is the nature of the dmemet and vfngti' 
ernes in France ; where the whole amount of the 
perfon's income is taken upon proper proof, and 
taxed in proportion to it, without ^y fubfidiary 
or fecond levy's taking plate, to make up a deter- 
minate fum. 

Cumulative taxes would alfo be far lefs burdea-. 
Ibme to the lower clafs, could they be levied, fo 
as, firft, to preferve the' proportion of them to the 
a^ual profits on indullry : fecondly, to make that 
propordon fenfible to the people : and in the laft 
place, to retain the tax, tnftead of allowing them 
firft to receive it, and afterwards obliging them to 
refund it. 

In proportion as thefe three requifites do not take 
place, fuch taxes become grievous to all who have 
no fixed income. 

To put a tax upon a man's dwelling houfe, in 
proportion to its windows, or hearths, when the. 
houfe produces no fixed income to him, and wheti. 
lie has none independent of it, may take avay a 
part of his phylicil-neceflaiy. To put a tax i^bn 
his head, is more grievous than to put a tax upon 
ius hands, in proportion to what they daily gain. 

If cumulative and proportional taxes be compared, 
with relped to the influence which they ieveratly 
have upon our opinions as to taxes in graeiaJ, 'we 
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find that both of them deceive the contribotors, but P ^ a p. 
in different ways, ^.^-v^ 

In the cumulative taxes, the perfon who pays 
does not always perceive the reafon of his paying. 
He imagines that he is taxed merely becsufe it il 
Vnown that he is able to pay a certain fum. 

Id the proportional, the deceit is of another na> 
lure. When a perfoii buya a confumable commo- 
^ty, which has paid an excife, he does not percdve 
that the price he pays for it comprehends a tax upon 
his pad gains, in favour of the public ; but he con- 
cludes the whole to be neceffary, in order to pro- 
cure what he has an inclination to confume. Aa 
example will make this plan. 

Suppofe a tax laid upon wheel carriages, ind 
that every perfon in the ftale were liable to pay a 
Certain fum in proportion to the number of carriages 
he has for his convenience. The tax-gatherer comes 
at the end of the year and demands the fum. The 
perfon complains that he is not at liberty to have a 
toach or a chaife without paying duty for it ; and 
that while he has occafion for one carriage oniy, 
^nd has but one pair of hor&s, he is obliged to p^ 
for feveral fets of wheels. 

Now fuppofe this cumulative tax were tOflMd 
hito a proportional one, and. that wheels were tq 
pay a ftamp-duty, or the like, in the hands of the 
wheelwright. The priceof them would immediately 
rife ; but this rife would foon become familiar to 
the man who has the carri^e ; and he wouU then 
be no more hurt by this additional e]q>ence, than 
if it had proceeded from fome new and caqjenfive 
£ilhion of wheels : infhort, wheels would geaerally 
begin 
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begin to bear an advanced price, and very foon no- 
body would enquire how it came about, nor once 
complain of the tax. 

To fet this in another light, the difference be- 
tween the two impolttions refembles that between 
long and ftiort accounts, 4hich to poof ,people is 
very great. When the expence of living is infen- 
fibly and univerfally augmented, by the effeft of 
proportional taxes, then the.induftrious man, who 
enjoys neither fuperfluity or idleoefs, may and can 
augment the price of his work in proportion. This 
augmentation forms then a part of what has been 
called his (A), which he draws fully back when 
he comes to market. But if the fame, or even a 
lefs Turn be raifed upon him by a cumulative tax, 
it comes upon him at the end of the year, or at 
the end of the quarter, and let hifh be ever fo pro- 
vident, he cannot draw it back, or raife the price 
of his work, becaufe of the unequal competition of 
other people of his own clafs, who, from a variety 
of circumftances, cannot all be fo equally loaded 
by the cumulative as by the proportional ta^s. 
Befides, they may not be fo provident as himfelf, 
and may work for fubfiflence, without making any 
allowance for what they are to pay the ftate at the 
end of the year. Thus a double inconvenience en- 
fues. The induftrious poor are oppreffed by the 
tax-gatherers, and the tax is ill levied. In the o^Jier 
cafe, the firft never fee a tax-gatherer, and the mo- 
ney is paid. Befides ihefe advantages in' favour of 
proportional taxes, there is ftill another, that' if this 
tax be improperly Idd on, the defeft will manifelt 
iifelf by checking confumption only ; whereas in 

the 



by Google 



OF POLITICAL (ECONOMY. , ' aaf 

the odier cafe, it wUI be known by the dlftrefs alfo ^"^ p. 
of the individuals. , >— >,.l^^ 

If the liberty not to confume be taken away, as 
in the gabelle in fome provinces in France, then 
the impofition changes its nature and becomes a 
cumulative tax, as may be eafily perceived •. 

It has been faid, that fo fat as the three in- 
conveniences of the cumulative taxes can be pre- 
vented, they c&afe to be oppreiSve. Fqm which 
we fee the reafon why excifes are fo eafily paid when 
thofe who manu&dure the commodities charged 
with them, are contented to compound for them. 
This changes the tax into one of the cumulative 
kind ; but gives it every requifite to make it eafy. 
Let me take an example. 

A brewer who pays exdfe for all he brews, is 
expofedtothe daily vifit of the excife-man, to whom 
he pays the duty. Here the brewer's impofition 
participates of feveral of the inconveniences attend- 
ing cumulative taxes. But let me fuppofe that after 
a certain time he fmds that too/, is the annual a- 
mount of his excife. If he make a compofitton for^ 

• The gahelU, or falt-tax in France, is not levied in every- 
province ; becanfe of certain privileges of exemption, nhich 
fome have all along enjoyed. 

This opens a door to the greateO; abufe, by fmuggling fait 
from places where it is free, into places where the tax is impofcd, 
at many loofer cmt.above the value; and obliges the King to 
ittfe great feverity upon thofe who are baded with this duty. ' 

The confumption of every family is fixed to a certain quantity } 
anil if it be found that they have not bought, from the King's 
granaries, to the full extent of what is reckoned neceSary for 
them, it is fuppofed that the deficiency has been made up from 
contraband lalt, and the deficiency is exaded. 

Vol. IV. Q. it 
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B ob'K. it at this rate, he comes under a regular ciimularir* 
,^, ,^1, ^, compofition, with every advantage. He thinks no 

inore of frauds ; he no more grudges what he pays ; 

and becomes in a manner colleftor of that imper- 
. ceptible diity advanced by him, and paid by all fai» 

cuftomen. 

inieeafy method of transforming thoC: taxes into 

one another, ifaews thdr refemblance fufficiently, 

and the differences "which we have pointed out, fhew 

the principles which regulate the proper manner «f 

impofmg them. 



CHAP. VII. 

Confequer.ce of Taxes luhen the Amount of them is 
froperly applied* 

TTITE have now feen the objeSs affeQed by taxes, 
and the inconveniences which r^ult to thofe 
who are obliged to pay them. 

It comes next to be examined, whether turns of 
all kinds be not a great load upon a people, a grie- 
vous infringement of their liberty, the means of 
bringmg many honeft and induftrious people to greaJ 
diftrefs, and a great difcouragement to marriage. 
I anfwer without hefttation, that taxes may be, and 
, mofl: commonly are accompanied with all thefe and 
Hiany.more inconveniences; but,I muft add, that 
they proceed front the abufe, and not from the 
nature of taxes. 

In my inquiries, I have conftantly in my eye, 

how man may be governed, and never how he it 

governed. 
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governed. How a righteous and ihtelHgent ftatef- '^^ap. 
man may reftraln the liberty of individuals, in or- -.^-.-^ 
■der to proihote the cointhon gtiod ', nevef how an 
ignorant and unrighteous ftarefman may deftrtiy 
■public libei'ty, for the fake of individuals. 

Railing' money by taxes muft always be buttleft- 
fome, left bf more, ro thdfe who pay it ; ahd the ■ 
advantages refoltihg from taXes tan pfoceed only 
Trom the right Application of the money when St is 
raifed. 

When individuals only draw i profit from the 
inconvenience of taxes, the public lofes, no doUbt j 
becaufe taxes are paid for the advantage of the pub- 
lic, not for that of private people. If the mohey 
raifed be more beneficially enlployed by the ftate, 
than it would have been by thofe who have contrl- 
"buted it,' then I fay the putlic has gained, ill con- 
fetjuence of the burdeii laid upon individuals ; con* 
tequently, the ftatefman has done his duty, both 
in impofmg the taxes, atid in rightly expending 
them. 

'Taxes, in this la(t viev^, may be confidered a§ a 
laving out of every private fortune, in order to pro- 
cure a public fund to be expended fdr the public 
tenefit. 

I have frequently rocoiirfe to the familiar exam- 
ples of private ceconomj, in order to make appli- 
cations from it to the political f which^ however 
tfiffferent it may appear, will be found eafily dedu- 
cible from (he farne principles. 

Let me foppofe t*o ptrfons, (A) and (B), fiviftg 

in the fame neiighboQrhood^ of thft faine rank snd 

fortuae, ^i^dytoig gre« fupefflmty, but fpendiiig 

C^3 yearly 
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yearly the whole of their income in different 
ways. 

Let the income of both be fuppofed to be. sioo/. 
flerling ; and let the branches of their expence be 
ranged under fix different heads. Let (A) be fup- 
pofed to fpcnd upon the firft i oo/. on the fecond 
soo/. on the third 300/. on the fourth 400/. on Ae 
iifth 500/. on the fixth 600/. in alt 2100/. 

Let us fuppofe (A) to enjoy in every one an am- 
, pie fufficiency. 

(B), on the other hand, fpends upon his firft: 
article 1600/. and upon each of the other five, no 
more than 100/. Here the firfl article of (B's) ex- 
pence is fixteen times greater than any of the reff ; 
and by the fuppofition, 100/. is fuppofed to denote 
an ample fufficiency upon each article. 

I come to (A), and I fay to him, you difapprove 
of the extravagance of your ndghbour (B) upon 
his firft article of expence, where he fpends fixteen 
parts of his income, and where you fpend but one ; 
and yet you muft allow that upon every other ar- 
ticle of his expence, he is a better oeconomift than 
, you. Would it not be for your intereft to bring 
the other articles of your expence down to his 
fiandard, without incr^fmg any thing upon your 
.firfl article; which is already within the compafe of 
.what may be called fufficient. 

To what purpofe, fays (A), would you advife 
me to fo ftrid an ceconomy ? And what fhould X 
do with fo great a faving on my aniiual income ? 
Be in no pain about that. I fkilt lay it out for 
you in difcharging your debts } in. proviiHng for 
yoor children, and giving them a ggod education ; 



,b,Goot^lc 



OF POLITICAL CECONOMY. 

in improving youreftate; repairing your houfe; 
making up your inclofures; all fliall be ufefuUy 
fpent J and out of 600/. a year, you fhall have every 
thing neceffary for your femily. 

Here is the reprefentation of a fcheme between.^ 
a good ftatefman, and a people whofe interelt he 
coniults. 

After the impofiticm of taxes, the individuals 
of a ftate, who have already a determinate in- 
come, begin to pay' greatly more than they uTed to 
do for every thing they confume. A great part 
of this additional price goes to the public, and is 
thereby laid out for national purpofes. The whole 
of fuch expences is thrown into circulation, as 
much as if the rich proprietors had laid it out 
themfelves tipon articles entirely adapted to their 
own tafte. 

Is it not evident, that in this way of appropriau'ng 
the income of a country, it muft produce a more 
extenfive encouragement to induftry of all kinds, 
than if the proprietors only had fpent it ? They never 
would have thought of becoming merchants, or of 
fetdng up manufactures for the fupply of foreign 
markets : their whole expence would have been cal- 
culated to fupply thdr own wants real or imaginary j 
and it would have been indifferent to them whether 
thefe were foppUed by natives or by ftrangers. 

Let us apply this do^rine to common experience. 
Let us compare the nature of circulation in a trading 
town, with that of a country place, where many 
gentleihen of large fortunes refide. How -exten- 
flve the objeds of the firlt ! how contraded thofe 
of the latter ! 

^2 Let 
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B K Let us compare again the ex^encies of ^overnr 

■-.— v^ ment, with thofe of a tracUng city, Mrhaf a variety 
of new wants here occur to be fuppUed, which tht 
city never could have occafion for ? 

I have ftewn how the great amount of taxes 
comes to be taken from the income of thofe indivi- 
duals whofe fortune is already made, or whofe 
daily profits are confiderable : I have fuggefted how 
orcumfcribed the expence of ihia ciali muft be, 
when confidered with refpe^ to the employment it 
procures to the body of a people. Does not the 
experience of former ages ihow how apt private 
opulence is to fink into treafures, when a tafte 
for induftry does not animate the h>wer clafles to 
create new objcfls of defire in the wealthy ? Where, 
in is a ftate benefited by the luxurious gratMcatkww 
of the rich, unlefs it be by the employment they 
procure for thofe who provide the objeSi of luxury ? 
Thofe very gratifications are, in one fenfc, taxes 
upon the rich in favour of the induftrious: they 
yicreafe expence, an* throw money into circulation. 
In Spain and IVjrtugal, where Induftry is not in- 
. troduced among the lower claffes, the ftrangers are 
they who in effed levy fuch taxes upon them. 
Were the taxes they pay, properiy applied fbr the 
encouragement of the arts, inftead of being appro- 
priated to private purpofes, and to the enriching 
of private men^ whofe tafte for expence is always 
drcumfcribed to the objeSs of their own wants, 
how foon fhould we fee them vying with us in every 
market of Europe, and Applying thcmfelVes as fetr 
as their country Is calculated fbr it. 

The, 
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, The redprocat wants of indutlrious nations, re- 
fcmble th^ reciprocal wanu of tradefmen j all may 
be employed in fupplytng oa^ another, as well as 
thcmfelves. 

When a due proportion of the amount of taxes 
is properly laid out in prenjiums, for the_ encpu- 
rag^moit ofthe induftrious, the pric& of Tabo^ 
upon articles of exportation, may be fctought fo " 
low, that all nations who do Adt follo^t' thd Rice 
policy, mull languifh and decay. Luxury at home 
will then ceafe to hurt the foreign trade of the lii- 
tion. In her treaties of commerce, the miiy thro*f 
open her ports to many arricles of foreign conftimp- 
don, without incurring any Inconreraeniee - froth 
fuch allowances } while on (he; otfier ftaiid, ifce wfll 
reap the greatdl advarttages' from a ticiptdtil 
permiffion. ' ■ ' 

The example By which I hav^ illufirafed ihe na- 
ture of public coiitributibns, ihuft not be rniderftood 
to tally with refpeft to prop'orttoti: ft wtfnld hte 
both ridiculous and impoffible to' rediice aH thfe 
expences of rich men to the barely fufficient. 
AH I meant was, to flicw hdw taxes, whfen pro- 
perly applied, may be confidered as public cecoiio. 
my J and how the levying of (hem has ilo (Krea 
tendency to hurt a nadpn io poiftt of eafe.and 
profperity. 
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CHAP. vin. 

(^the Extent ^Taxation. 

/^NE good way to difcover the nature of tayes, 
' is, to examine how far it may be poffible to 

- carry them. This is my intention in this chapter. 
, I have faid that the obje£t of taxes was income, 
and not (lock. I have ihewn how thofe of the pro- 
portional kind affefl: the income of ftocfc already 
-made, and enhance the expence of perfons who en- 
joy large profits upon their daily induftry. I have 
pointed out the impropriety of impofing cumulative 
taxes, upon fuch as.t^w nothing more from their 
induAry than an eafy fubfiftence ; and I have given 
a general preference to thofe of the propordonal 
kind; becaufe they conftantly imply both aliena- 
tion and confumption : alienation in thofe who 
advance the taxes, (mfumption in ,t,hofe who pay 
them. 

Could, therefore, taxes be levied upon every 
alienation, where confumption is implied, and that 
in proportion to the whole fuperfluily of thofe who 
are to confume, proportional taxes would be carried 
to their utmoft extent. 
' I ihall now analize this fubje^: ftill &rther, in 
order to difcover how fer this extent may reach ; ■ 
and by this inquiry, the principles of taxation will' 
be the better underftood. 

The objed of alienation comprdiends all that 
is in commerce among men, moveable, and im> 
moveable. 

" "What 
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What is moveable is generally confumable, what chap:.. 
is immoveable, is generally not fo. 'a^,-^ 

As confumption is a requifite, together mth alie- 
nation, in order to form a proper object for pro- 
portional taxes, we fee how contrary to prindples 
it would be, to tax the alieimtion of lands, houfes, 
&c. in the fame proportion as confumable commo- 
dities. Thefe are /andj, not income; and the mo. 
ney with which they are purchafed, mufl be confit. 
dered in the light of a fund, while it is in the hands 
of the buyer. When once it comes into the hands 
of the feller of the immovfeable fubjeft, it frequent- 
ly, indeed, partakes of the nature of income ; that 
is to &y, it is fpent in the . confumption of fruits',' 
' and of the labour of man ; and then it will be pro- 
perly afiefted by proportional taxes. 

This may fuffice to recal to mind the principles 
we laid down in the 26th chapter of the fecoiid 
book, concerning the effefls of the vibration of the 
balance of wealth between the members of a modem 
ftate. 

The next thing we are to confider is die flats ■ 
of circulation. As to ' this, we have frequently 
obferved, how it mull be in proportion to alie- 
nation. 

This proportion is not determined by the value, 
or denominations of the money circulating ; but 
by this value combined with the frequency of tran- 
fitions from hand to hand ; as the force of a can- 
non ball is elHmated by the weight of the ball, and 
the fwifrnds of the motion at the time it ftrikes. 

Let us now lay afide the confideration of im- 
luoreable property altogether ; and examine thena- 

^ture 
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ture of coDAnDpdon» alienation, and &Ie, with, re- 
fpe£t to other things. ' 

Canfumption comprehends every thing produced 
by the earth, or by tQaa ; alienation is confined tp 
that part, of confumption which is exchanged be- 
tween men } and lale to that ptu-t of alienation which 
is exchanged for an equivalent in money. 

Whfttfver pait is confumed without alienation, 
ijught, I think, to be out of the reach of propor- 
tional tasesi nulefs, by (pme circumflance or other, 
it can be made to (all unde'r the eye of the public, 
ia a manner re/emh/ing its .?oming to market. Thu« 
a. tax upon malt may ^iih propriety be levied at the 
^alt-hpufe, as if it were fold to the maltfler, al- 
though it be made for the confumption of the 
grower of the barley. In like manner a tax upon 
leesn for bread may be levied either at the mill 
where it is ground, or at the oven where it is 
baked K 

The worft kind of iH'<^iortional taxes are thofa 
which are levied upon private manufafturing, and 
upon:jmmantt&£tured confumption, where no alie- 
nadnn tak» place. An. example of the firf^ we 
have itt the exdfe upon malt, cyder, candles, &q. 

* ^X^oiples of thefe kinda of taxes were familiar in formtr 
timCB. Vaffala were obliged to grind in their tonftmiQ, bake 
in his oven, prefs their wine in the public prtft at ;the terji- 
tory, &c. 

Thia wu found very uleful, in age^ when alienation aod fall 
vwre littlp known ; but sow they, are canfidered aa oppreffive, 
and (b I think they are, when compared with 'proportional 
taxfO) which take place upon the fale only of the commodity i 
ButftiU they are far preferable to maity^ tain of tlie cumula- 
ti-re iini ■:■:■•. 

made 
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nude in private houles for private ufe : the bft h ^vm^- 

kjaowq in Holland, where a man cannot kill hia >..— v-U* 

own pig, or his own calf, without paying a tax. 

Were tases of this nature eittehded to the making 

of twread, cooking of viftuals, &c^ I ^.pprehend 

they would become of a nature more bfn^denfomp 

than any hitherto invented, unjefs public oooka^ 

&c. were eftabliftied, as public ovens are in many 

parts of France : in fuch cafes, taxes might be le- ' , 

vied upon every part of confumption. 

Inveftigations of this nature are lb (fifagreeable, 
that it is with reludkance I mention them; but 
when in h€t, fuch taxes we found eftabliflied in 
different countries, it is highly proper that the na? 
ture of them fliould be inquired into* 

Taxes in Holland are fo multiplied, as to defcend 
to this fort, in many places, as we have fecn hy 
the example juft given ; but even thefe^. bowevei; 
Oppreffive they may appear to thofe who are not a&- 
cuftomed to them, are ftill lefs fo than mviy of 
the cumutauve kind we have mentioned, particu.- 
larly the tax upon induftry and the capitation ■ ia 
France. They approach nearer to proporticonal 
taxes, and derive every alleviation of their burdea 
from this cjrcumftance. He who pays fueh taxes^ 
fees that he can avoid them, by retrenching hii 
. confumption ; and when they fall upon the necef- 
feries of life, he may draw ihem back, provided ht 
^ an induftrious man, and that every one who en« 
»ers into competition with him for employment, be 
equally fubjeSed to the fame burden. But they 
are more burdenfome than thofe where fiile takes 
flace i becaafe, when a poor man, who wiihes to, 

con- 
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BOOK confumc, has no money, heconfiders himfelfin the 
**— . -w fame light as if the thing were not to he fold j but 
when he has what he has acquired by his own la- 
bour, and cannot confume it for want of money to 
pay for a penniflion, as it were, he mufl either 
. ftarve for hunger in the midft of plenty, or bfe re- 
duced, perhaps, to beggary, for having preferved 
his life by defrauding the tax. 
'' What h^^jeen faid, is, I think, fuffident to fliew 
the hardfhips which occur, when taxes are impofed 
upon bare confumption, where no alienation takes 
place : they muft, in every refped, be ranged under 
thofeof the proportionjd kind, although fotpe prin- 
dpal requifites be wanting to engage any one to ap- 
prove of thdr inftitution. 

It appears ftill more difficuh to eftablifh a pro- 
portional tax upon barter, or the exchange of com- 
modities one for another, unlefs fale be underflood. 
"Hiis would be the cafe were a private perfon, not 
fubjefl: to the excife upon beer made in his own 
houfe, to pay in that commodity. He would not 
there efcape the imputation of fraud j and might, 
with propriety, be confidered as a retailer. I do 
not, however, doubt but examples of taxes upon 
barter might be found j fome even occur to myfelf j 
but they are too trifling to mention •. 

The laft and principal requifite, to render pro- 
portional taxes ^y and tight, is lale. There the 
burden muft be proportional to the buyer's purfe ; 

and 

• Two geiUkmcD in France exchange calks of their wiae, 
(hey are both obliged to pay a tax upon remoTJng the viae from 
their cellar. This duty u called Rmuagt, 
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and ifit prevent the confumptionofthe thing taxed, chap. 
the deieSt v/ill manifefl itfelf.^ '.jm-j-L.t 

Of thefe taxes we may fay, that they are in 
proportion to circulation i and accordingly, we fee 
how difficult it was to raife them, as long as cir- 
culation remained confined to the fmall quantity 
«f coin in the country. As money increafed, both 
by '^e increafe of trade and alienations, they be< 
came more produftivc j and were the nature of 
them rightly underftood, and were they properly 
impofed, they would foon be more generallyadopted. ' 

In treating of public credit, I have faid that it is 
the duty of a ftatefman to augment the quantity of 
m6ney, in proportion as he intends to multiply 
taxes on his people. I fliall now, before I con- 
clude this chapter, explaih the meaning of what 
was there thrown out relatively to another fubjeft. 

The money of a country, we have faid, bears 
no determinate proportion to circulation ; it is the 
money circulating, multiplied by the number of 
tranfitions from hand to hand. Again, we have 
faid, that the prices of all things are determined 
by demand and competition. The meaning of this, 
as it concerns the prefent quellion, is, that in pro- 
portion to the competition of thofe who appear with 
money, in order to acquire what comes to market, 
,a larger or a fmaller fum is brought into circu- 
lation. 

Now, according to the principles laid down 
in the firft chapter of this book, we faw how the 
full value of the induftrious feller's expence and 
profit, were made up to him in the fale of his work j 
and if he had advanced any tax upon any part of 
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BOOK htsxrork ot confumption, that even this was re> 
■^.-^•-^f funded to him by the buyer, who, if he confumeii 
In the light of aft idle man, paid for the whole. 

Farther, when a proportional tax is impofed, wt 
faid it Was, itl a mantier, as if the ftate interpofed 
tt the time of alienation, and exaded of the pur* 
chafer a certain value in money, in proportion te 
.the commodity, is the price of the permiifioA to 
scqiiire what his own induftry had not producedt^ 
From this 1 draw the following cdnfequence, that 
' in proportion to the tax, an additional fum of mo* 
hey is drawn into circulation, which would other- 
wife have remained in the pocket of the purchafer ; 
Confequently, on impofmg proportional taxes, they 
cannot, at firft, exceed that proportion of money- 
which is foimd in the pockets of the confumerj, 
over and above what they ufed to pay for what they 
confumed. 

The truth of this propofition is eftablifted upon . 
piany fafts. Firft, in countries where people keep 
their money locked up, proportional taxes are very 
Well paid. Hence the great amount of the akavala 
and cientoi in Sp^n, which amount together to 14. 
per cent, upon every confecutive alienation of the 
commodities which they affe£t, chiefly indeed for 
the confumption of the rich. 

Secondly, "Whenexcifes were augmented inlJng- 
land, in the reign of king William, Davenant tell» 
us, that the goods excifed fell in their price. 

Thirdly, When a war has lafted any time In 
France, taxes ceafe to be fo produflive. 

Are not all thefe, and many other aj^ear^cei, 

refolved upon the feme principle, viz. that taxes 

muit 
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mtift cdtne out of that money which exceedt "vhu 
vas neceflary for carrying on alienation before they 
were impofed ? 

In Spain fuch taxes draw money from the chefta 
of the hoarders, and increafe circulation for a 

whne. 

In England, during King William's wars, the 
(Quantity of money being very fmall, and trade 
being very low, the tax upon malt cbuld come out 
-tif no other fund than the price ufually given fin* 
barley. 

In France people are better acquainted with taxes, 
and the great bulk of excifes are adminlftered by 
the farmers, who never lower their price ; fo that 
the diminution of the mafs of coin muft dimlnilh 
confumption. 

But when methods can be fallen upon to Increafe 
money according to the ufes found for It, taxes 
will continue to produce, confumption will not 
diminifh, and circulation will keep pace with them. 

Could we fuppofe, that before the impofitiou of 
taxes, every perfon in a ftate had laid it down as a 
rule, to fpend the whole of bis income, but none 
■ of his treafure, in the confumption of what is broBghc 
to market, it is plain, that in a luxurious nation, 
taxes might be carried fo high as to draw the laft 
fiirthing of the treafure into circulation, even though 
it were fuppofed to exceed the vaiiie which demted 
had fixed for all that was formerly brought to mar- 
ket. But without a luxurious turn this would not 
be the cafe. There arc countries abounding wkh 
coin, which it is impoffible to come at by propor- 
tional taxes. The reafon is plain t rfie value which 
8 demand 
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demand fixes uix>n the total of the articles of con^ 
fumptioti i^pofed to f^ in the country, bears but 
a trifiing pfofwrtion to the Coin which remains locked 
up. This was the cafe in ancient Greece^ In this 
cafe, proportional taxes never can exhaufl; the trea- 
fure ; becaufe were they to be made high upon ar- 
ticles of the firft neceffity, all the poor would ftarve j 
if upon articles of fuperfluity, demand would Hop. 

Proportional taxes, therefore, C3.n be raifed in 
proportion only to the deiire of fpending money ; 
and as this defire depends'upon the fpirit of the peo- . 
pie, fo mult the extent of taxes. 

I<et me now trace a litdo the progrefs of money - 
brought into circulation by propordonal taxes in a 
luxurious nation. I fliall call the value, fixed by 
demand, for all that comes to market (Y). The 
fum levied in coofequence of the alienation- of it, or 
in other words, the fum of the proportional taxes 
(X). And the whole money of the country (Z). 
This premifed, it will follow, &om what has been 
£ud, that as foon as all the money of the country 
is brought into circulation, then (Z) will be exadly 
equal to the fum of (T) and (X). 

I^t' us next fuppofe the whole alienation to be 
made at once. Will not (Z) then immediately ap- 
pear divided into (Y) and (X) ? What then will 
become of thofe two fums which we fuppofe to enter 
into circulation at the fame time'? I anfwer, that 
. (Y) will go entirely free to the induftrious feller : 
that it is, or fhould be, nearly equal to the former 
value of what came to market before taxes were 
Impofed : and that (X) is an additional fum drawn 
from the idle ccufumers, who live upon an income 
already 
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already made. But fuppofe (X) to be aogmenteJ, *^ hap. 
until it exceeds the quantity of money formerly fu- 1— ^.1^ 
perfluous for carrying on alienation: then I lay, 
that either taxes will become proportionally lefs 
produdire, or confumers muA melt down the cifa.- 
tal of their fmids iqto paper money, to the amount 
of the deficiency of (X) ; and this will fupply cir- 
jCtUation with the additional fum required in confe- 
Ijuence of the irapofition of taxes. 

Now, I think, it is a lucky circumftance, that 
the additicoial fum of taxes Ihould be paid by thofe 
very people who are the bell able to borrow it'upon 
their funds. 

Let us proceed to examine the progrefs of (Y) 
and (X) as they continue in circulation. (Y) is no 
fooner come into the hands of the indu{h-ioug feller, 
but he has occafibn to go to market : that moment 
1 confider him as one of the rich ; and the money 
which, at the time he fold, had acquired the de- 
nomination of (Y), now refumes that of (Z). When 
he comes to buy a commodity with what was for- 
merly his (Y), there is immediately a part of it con- 
verted into a new (X), and the remainder keeps 
the denomination of (Y) in the hands of him from 
whom he buys. By this progrefs it is plain, that 
after a certain number of alienations, or tranfitions 
from hand to hand, the whole quantity (Y) will 
be converted into (X). 

Experience Ihews this to be the -hSt ; becaufe 
the amount of taxes, in a Ihort time, far exceeds 
the value of all the money of a country. 

Let us next follow the progrefs of (X). 

Upon the firft alienation of any part of what 
comes to market for the confumptjon of the pro- 

Vol. IV, R prietors 
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BOOK prietors of (Z), a proportional part of (Z) is tranf- 
^— ,^^ formed into (X), and is carried into the public cof^ 
fers. Were it there to be. locked ap, and not 
thrown back into circulation, it is plaui, that in a 
fliort tinie the whole of (Z) would be converted 
into (X), and would be (hut up in the exchequer. 

When the amount of taxes, therefore, inflead 
of being ftiut up in the exchequer is fent out of the 
country, as in time of war, muft not this produce a 
' fimilar effect ? Has not the exportation of this amount 
the fame effeft as locking it up, fince the one and 
. the other equally take it out of circulation ? Does 
it not then follow, that if more money be not ob- 
tained, either by borrowing it back from ftrangers, 
or by melting down more folid property, that fell- 
ing muft ftop, and (Y^) dlfappear -as well as (X) ? 
The rich, therefore, muft give over buying, and 
the proprietors of all that comes to market muft 
deal by barter with one anotiier. 

How naturally do all thefe confequences follow 
one upon the other !' and how exadtly do they corr 
refpond to the principles which run through that 
part of the laft book where we treated of banks and 
public credit ! 

Taxes are not rtiifed, in our days to remain in 
treafures, but to anfwer the exigencies of the (late. 
The moment, therefore, that the money arifing 
from them comes out of the public coffers, it lofes 
the character of (X) and refumes that of (Z), in 
the ferae manner as (Y) was transformed into (Z), 
by being brought to market in order to buy a com- 
modity. This new (Z), as we may call it, no fooner 
returns ipto circulation, than it becomes agjin con- ^ 
»■ verted 
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verted into (Y) and (S), with this diflference, how- chap. 
ever, that what came from the exchequer, fo for -..^j.-,-^ 
as it is converted into (X), returns dire3ty into it 
again. 

Hence it follows, that Hates commonly pay thdr 
fervants the fiiU of their falaries, and make tbem 
refund a part in confequence of cumulative taxes, 
inftead of proportionally diminifhing what is due to 
them. And when the falaries themfelves are in- 
tended to be laid under poundage, which in fa& 
is an aSual diminution of them, they choofe that 
. 'the tax fliould appear to be a dedu^on out of what 
is fuppofed due ; becaufe it feems lefs arbitrary tftr 
impofe a tax, than to diminifli a falary, without 
aOignipg a^iy reafon for it ; but indeed, befides 
this reafon, it commonly happens, that the particu- 
lar appropriations and adminiflranonof the revenue 
render this method eafier. 

With refpeQ to proportional taxes they affe6: the 
expences of the flate in the fame manner as thofe 
of individuals ; with this difference, as we have faid, 
that the part (X) returns into the exchequer ; but 
the part (Y) is fairly fpenf by the ftate, as by th* 
idle confumer. 

From what has been faid, we may gather tfle 
principles which lead to the mod extenfive eftablilh- 
ment of proportional taxes, viz. dther to draw by 
particular regulations, the whole real and grofs pro- 
duce of land and work to market ; or at leaft to 
bring it under the eye of the Itate, in confequence 
of fome modification or manuiadure performed upon 
it, as was obferved with refpedt to malt-houfeG, 
mills, and public ovens. WheO* by fuch contri- 
R 9 vances. 
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BOOK vances, the whole grofs produce falls under t2xa> 
S„,~.^~mi^ tion, the proportional taxes muft be gently laid on, 
and gradually raifed until they begin to interrupt 
confumption ; then they mud be dimuiifhed for 
/ a while, until diflipation increafe ; a cafe which 
will probably happen, as it commonly keeps pace 
with induftry. 

If we fuppofe the rich to fet out on a plan 
of living upon their capitals, inftead of living upon 
their incomes, as we have hitherto Tuppofed them 
to do, then indeed taxes may augment to a degree 
not to be eflimated. This combination has already 
^und a place in the 26th chapter of 'the fecond 
book, where we examined it with regard to the 
progrefs of induRry. In that place it was (aid, that 
in proportion to credit and induftry, it might be 
poflible, in the compafs of a year, to produce 
commodities to the value of the whole property 
of the mofi: extended kingdom. Were this the 
cafe, to what a height might not taxes be carried ? 

(Y) then would reprefent the whole value of _the 
country, and confequently, (X) would fwell ia 
j)roportion, according tq the competition among 
the inhabitants, to purchafe every particular arti- 
rfe. Subfiftence and necelfaries might be taxed 
low in proportion to the abilities of thofe of the 
•lower daifes ; articles of luxury might be taxed 
in a higher proportion, in order to draw the more 
into the exchequer. 

Were taxes thus carried to their utraoft extent, 
ftlll every perfon in the ftaie muft be left at liberty 
to fave, or to fpend the whole, or any part of 
his ftock, or income ; which is not the cafe when 
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cumulative taxes are impofed. R-oportional taxes^ 
though carried to their utmoft extent, will not deprive » 
an induftrious man of his phyfical-neceffary, nor 
of the reward of his ingenuity, nor of that rank 
In wealth, to which his birtli or expence entitles 
him *. 

When taxes have the ■ effeft of interrupting this 
harmony of expence, of reftraining the liberty of 
. fquandaing, or of faving, or of pppreffing one fet 
of men vaact than another, in all fuch c^^es, they 
are improperly impofed ; and inftead of bong too 
high, as it is commonly fuppofed, I think g is a 
dononftration that they are really lower than they 
need to be. The clafies of men in a modem ftate, 
refemble the horfes in a team. "When every horfe 
draws fairly and equally, the whole force is exerted j 
but if any one happen to be ftraincd by an over- 
charge thrown upon him, the force of the team is 
greatly dimlnilhed. 

When proportional taxes are carried tO/ their full 
extent, I then prefume every one will be obliged 
to pay as much as poQibte ; I do not mean that every 
one will be forced to pay to the extent of his abili> 
ties, but I fay, that the generality will ; and there- 
fore, were cumulative, or perfonal taxes, to be 
fuperadded on thofe who already pay all they can; 
they would, by affefting them unequally, deprive 
many of their phyfical-necelTary, or fmall profits ; ' 
and confequently deftroy the proper balance of their . 
competition. The fetting of the lower claffes free 

* A man't rank, in a modem fbcicty, feemi to be determined 
more according to his birth, or to his expence, than according 
to his ftock, or income. 

R 3 ' from 



5yGOC>^lC 



S4« AN INQUIRY INTO THE PRINCIPLES 

8<*0K. fi-om cumulative taxes, will have the eflfea only of 
L,-.^r putting the growing wealth of the penurious and 
laving part of the induftrious inhabitants out of the 
reach of taxation. This ought in good policy to 
be done, as has been fliewn in another place. ' But, 
ferther, we have obferved, that taxes can be in- 
creafedin proportion only to the fpirit of diffipation 
in the people. To force money, therefore, out of 
the hands of thofe who do not incline to fpend it, 
IS forcing the fpirit of the people ; and if it be not 
tyranny, it is at leaft great feverity. Befidcs, we 
0iall prefently fliew, how impoiSble it is thefe Civ- 
ings Ihould efcape being taxed, whenever they be- 
^ to produce an income i and allowing that they 
may be greatly accumulated, and thrown into trade, 
yet ftill they muil in one way or other appear in 
alienation, and become fubje^ to the proportional 
taxes. The only part, therefore, of the faviugs 
not affefled by taxes, will be confined to ll|flt which 
is locked up. This in a prodigal nation fhould ne- 
ver be touched. The inconveniences refulting to . 
the ftate from fo fmall an inequality of taxation, is 
too triBing to be attended to, and too difficult to be 
prevented. 

I come next to examine the extent of cumulative - 
■ taxes. 

If we fuppofe the proportional taxes to be car- 
ried to their full extent, there will be little place 
. xfoundforthe cumulative, as has been faid. The 
only objefts left for them are the favings locked up, 
and the pure profits upon trade. 

But let us fuppofe proportional taxes out of the 
quefticu), as they muft be when contrary to the fpi- 
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rit of a particular nation ; and tliea inquire into 
die' principles which regulate the impofition of cu- 
mulative taxes, in order to difcover to what extent 
they may be carried, and what confequences may 
follow when they are broyght to a height. 

This branch has two objefts ; firfl;, income, which 
is determinate; fecondly, profits from induflry, - 
which are and muft be very uncertain. 

Income, I divide into two forts ; that which pro-; 
ceeds from every branch of fotid property, capable 
of producing it : Land, houfes, even cattle, fur^. 
niture, &c. all may, in fome refpefls, produce 
an income, more or lefs permanent according to 
circumflances. This fort of income is eftahlifhed by 
leafe. The fecond fort is the intereft of money, 
confHtuted by the contract of loan. 

In impofmg cumulative taxes upon income, it 
is very proper to attend to the nature of every fpe- 
des of it, with refpe£t to its liability. Landed pro- 
perty is fixed, and cannot efcape taxation, teere 
the tax to be carried even to the extent of the 
full income, as has been obfervcd. Were the lame 
proportion to be laid on houfes, they would foon 
fall to ruin, becaufe the nominal proprietor would 
not keep them up. Like oirciundances muil be at* 
tended to, in taxing every other article of revenue. 

The method of afcertaining the value of this kind 
of property, is to oblige all leafes to be recorded, 
under a fufficient penalty. This is the method in 
France, for the fake of the centrole, which is exaded 
- upon recording them ; and this, no doubt, facili- 
tates the arifing of the twentieth penny, which 
cp^t^ upon aiU fuch income. 

R 4 The 
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BOOK The value once aTcwttined, the whole incomt Is 

v.^,^M> at the lAercy of the ftate, in proportion to the kn- 

poffibility of avoiding the tax, by any diange oo 

the nature of the fund. It is from this circumftance 

that I have called all fuch taxes arbitrary impofidoos* 

And I call them alfo cumulative ; becaufe the reafon 

' given (or impofing them, is, that it is juft every 

one fliould pay a general tajc, for the tupport of the 

ftate, in proportion to his abilities. 

As thde taxes cannot be carried beycmd the valuti 
of the income which the proj»ietor cannot withdraw 
from under the burden, we fee the impolfibility of 
eftablifhing them upon that income which procekls 
from money. If a tax of fo much per ee?it. be im- 
pofed upon money lent at intereft, the lender may 
immediately call in his capital from his debtor, and 
fend it away beyond the reach of the tax. If the 
calling it in be prohitnted, then all credit wiU be 
dellroyed for the future, and no more mon^ will 
be' lent. If the ftatefman fhould be difpofed to profit 
of the advantage found in fecuring money upon 
iand-property ; and if, tnifting to the defire momed- 
pcople have of fettling their capitals in that way, 
he fliouId take one or more per cent, upon capitals 
fo fecured ; it will ftill have the eSe& of hurting 
the credit of landed men, who have frequently 
no good fccurity but their land to give. 

It was formerly the practice to allow the landlords 
a retention of a part of the intereft, in confideration 
of the tax they paid upon that part of thdr land, 
which was pledged for the fecurity of the money 
borrowed ; but when credit ia once eftabliOied, this 
regulation has no other effeft, than to oblige land* 
lords 
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lords to borrow fo much dearer than other people, ' 
who have no retention to claim. Where indeed ^. 
credit is precarious, fuch a regulation may be con- 
fidered as a premium for good fecurity. 

In general, I believe, we may farely determine, 
' tfiat all attempts to lay a tax upon the income of 
fo flu^hiating a property as money, where the: ca- 
{ntal is denumdable, will prove unfuccefsfuK 

The cafe is different, when the capital is not de- 
raandable, as has been obferved in the end of the 
8th chapter upon public credit; where we were 
fuggeftingareafon for taxing the intereft of national 
debts, when grown up to the fiill amount of all the 
income of a countpy. But a material diftinftion 
^Hs there made, between thofe debts which were 
fuppofed to be confolidated into a permanent pro- 
perty, and the new contrafts which were to be con- 
fid:ered as debts conftituted upon that property. 

We fee, therefore, the extent of cumularivcL 
taxes upon potTeiHons which produce an incom^. 
Let us next examine how they may be made to 
affefl: other arricles, , 

We have obferved how improper, and ' how 
contrary to principles it is, to impofe proportional 
taxes upon thofe branches of fale, which do not 
change the balance of wealth between the contrad> 
ing parries. Yet cumulative taxes may then take 
place ; becaufe there is no reafon to make them ge- 
neral, or proportional. y 

When lands, for example, carry titles along with • 

. them, as is the cafe in many countries ; and when, 

as with us in Scotland, they carry a right to vote 

for a member of parliament, a very heavy tax might 

1 be 
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be irnpofed upon the alienation of them. The &me 
may be faid of every other eftate which requires a 
feudal inveftitare to complete the right. Thus the 
Leds el Vente in France, which is a proportion of the 
price of fuch lands due to the fuperior or lord-para-' 
mount of the fee, amounting in many cafes to the 
' fixth part of the price, is a hint for a cumulative tax 
to be raifed upon the alienation of this ^d of ■^pto- 

Were cuinulative taxes prbperly laid upon per- 
fonal fervice, a regularity in levying them at ihort 
intervals, and according to feme determinate pro- 
portion, Voutd do a great deal towards communi- 
cating to them all the fidvantages of thole of the 
proportional kind. 

Thus a tax laid upon tbofe who work by the 
day, may be levied in fuch a manner as to be to- 
lerably eafy. A penny a day (or more if necelTary) 
paid by every induftrious man, regularly, once a 
week, would foon enable him to raife his price in 
that proportion. But then deduftions muft be al- 
lowed for all accidental impediments i and'were a 
plan to be concerted, many other confiderations 
would enter into it, which it would be fuperfluous 
here to mention, and which, perhaps, rcay occur 
in another place. - 

The two articles which, in analizing the extent 
of proportional taxes, we obfervedhad efcaped that 
impofition, to wit, money locked up, and the pure 
profits on trade conftanlly accumulated into the 
ilock, are equally ill adapted to bear a cumulative 
tax. I can fee no way of taxing money locked.up,^ 
any more than money lent, without opening a dow 

tq 
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to the greateft opp^flion. And as to the pure pro- chap. 
fits on -trade, although they appear to, be income, ■■—.,—.> 
1 rather confider them as (lock, which, according 
to principles, ought not to betazied. '.My reafon 
for not conddering them as income, is becaufe we 
have fuppofed them to be accumulated by the mer- 
chant into his trading ftock. They refemble the 
annual ilioots of a tree, which augment the mafs 
6f it, but are very different from the feed or fruit 
which is annually produced, and is annually fepa- 
rated from it. If they be fpant by the merchants, 
then they are undoubtedly income, and will be af- 
fefted by proportional taxes; but as they may 
alfo not be fpent, and become ftock^ the cumula<. 
tive tax will affed them ui both cafes* 



. C H A P. IX. 

The Confequencet i^an Abolition of Taxes. 

TTAVING endeavoured to deduce the principles 
of taxation, by examining the circumftanccs 
which occur when we fuppofe it augmented to the 
higheft degree, I muft now look for new combina- 
tions, which will fuggeft themfelves upon examin- 
ing the confequences of a total, or a partial abo- 
lition of taxes. 

As fer as taxes are abfolutely neceffary for the 

fupport of government, nobody, I fuppofe, can 

wilh to fee them aboliftied. The objeft, therefore, 

of ^ ftatefman*3 attention in levying taxes for in- 

difpen- 
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BOOK difpenfeble national purpofee, fliould tiun upoi tha 
vji-J-,.- principles we have been examimng. What now, 
follows will relate to the confequences of aboliflimg 
taxes which have been once eftablilhed ; fo hi only 
as the abolition implies a revolution in the ceconomy 
ef a {late. This wilt lead us to examine both the 
, fronfequences of taxes, confid^^ abftradedly from 
the ablblute neceflity of raifing them in order to 
fu|^ly the exigences of the ftate ; and the confe- 
quences of fo great a change astheabolititnof taxes 
would produce in the whole body of the fociety, 
confidered as a nation which requires a public ftock, 
to which it may have recourfe upon every extraor* 
dinary occafion. 

When the intereft of a whole people is examined 
with refpe£l to taxes, fuch a people may very pro- 
perly be divided into the following claffes. 

Firft, Thofe who receive the amount of taxes, 
viz. the creditors and fervants of the itate, and 
thofe to whom the ftate gives employment. 

SecMidly, Thofe who advance the taxes, viz. all 
the different claffes of the induflrious manu&durer^ 
of excifable goods. 

Thirdly, Thofe who pay the taxes, viz. afl the 
rich and idle ; or, in other words, all thofe who 
cannot draw back what they have paid. 

In thefe claffes are comprehended thofe who pay 
the taxes, and thofe who receive the amount of 
them; confequently, in whatever concerns taxes, 
the common interefl of the whole taken together 
is what mull regulate the condufl: of the ftatefman. 

In order to determine this firft and general quef- 
tign, viz. the confequence of aboUihing taxes rela- 
tively 
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rively to the cumulative intereft of a whole ftate, h c.h a p. 
is proper to inquire, \-— v-— ', 

Firft, What will be the confequences of aboliih- 
ing taxes, relatively to thofe who now receive the 
amount of them, viz. the creditors and fervants of 
the public, and thofe to whom the ftate gives em- 
ployment ? 

Secondly, What will be the confequences of abo- 
lilhing taxes relatively to trade, induftry and maau- 
faftures: that is, whether thde great objeQis are 
■ carried on to moft advantage, when every indivi- 
dual contributes largely in providing a fund to be 
adminiftered by allatefman ; or when no body con- 
tributes any thing, but when every one retains the 
whole of his income, and the profits of his induf- 
try, and dl^fes of them as he thinks proper ? 

Thirdly, What will be the confequence of abo- 
Hfiiii^ taxes, relativdy to that part of the people 
who now conq>lain that they are forced to contribute 
to every tax, although by their exclufion from the 
emoluments of lucrative employments, they bear a 
greater burden than others not better entitled to ex- 
emptioD, irfio thereby profit at their expence ? . 

To determine fb intricate a queftion, feveral com- 
binations or circnmftances muft here be examined, 
and trom the particulars refulting in every cafe, we 
fliall, towards the end of this chapter, endeavour 
to point ost the general omclufion. I fliall begin 
by examining the confequences arifing to the ere- 
ditors, and to thofe who ferve the ftate, from the 
ceffiition of taxes j that is to fay, from the interrup- 
ti(^ of thofe expences which are defrayed from the 
IH-oduce of taxes, dther in paying the intereft. of 



debts 



by Google 



J54 - AN INQUIRY INTO THE PRINCIPLES 

BOOK debts, or in defraying ' the whole adua! expence of 
s.,^^.^.^ government. 

As to the creditors, this queftion has been al- 
ready difcuffed. We have feen that withholding 
■ the intereft due to them would have the confe- 
quence of bringing on fuch a convulfion-in the . 
ftate, by the breath of faith, and ruin of public 
credit, as would throw every thing into conftifion. 
But with refpeft to the fervants of the ftate, we- 
muil inquire, whether the raifmg of taxes for de- 
fraying this article of expence be more hurtful to 
the people in geilera!, than the confequences of 
fuch a revolution in circulation and employment, 
' which would follow were the taxes fuppreffcd, and 

the fervants employed by the (late difmified. 

When the neceffity of raifmg (axes is out of the 
qneftion, the hurt they do in general to a country 
i& when, by the impofitioa, the m.ooey is taken out 
of thofe hands who would have eiiiployed it for the 
advancement of the profperity of the: ftate, in order 
to throw it into thofe who will employ it otherwile. 
From this let us now draw fome conclulions. 

Firft, That if money be taken from thofe who 
would have employed it in feeding themfelves, and 
in continuing their induftry, the ceSatioa of fuch -a 
4ax is in a manner giving bread to thofe who are 
ftarving. 

Secondly, Were money to be taken from thofe 
who, having more than bare neceflaries, would, 
by its ufe, increafe the demand for domeftic induftry, 
and were that money beftowed on a fet of men who 
would employ it lu the purchafe of foreign commo- 
dities, the cel^ion of taxes, in fuch a cde, would, 

fo 
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fc lar, take the bread out of the mouths of foreign- " 
ers, and give it to our own countrymen, s. 

The abolition of the firft fpecies of taxes is ad- 
vantageous to a ftate in every combination, let the 
money arifirig from it be ever fo well employed. . 

As to the fecond fpecies, the abolition is not 
necelTary ; becaufe the vice lies in the mifapplication 
only of the amount. 

Let us then fuppofe taxes to become unneceflary, 
and all thofe of the hurtful kind, which deprive 
the indudrious of bread, and enrich foreigners 3X 
the experice of citizens, to' be taken off. 

Suppofe that after all, there fhould ftill remain 
more taxes than are fufficient for fupplying all the 
neceflary charges of government, when adminiftered 
with prudence and with oeconctny, and that this 
furplus ihould be beftowed in gratifying individuals, 
beyond the value of all the fervices they do the ftate : 
I afk whether this fuperfluous expence be immedi- 
ately to be cut off, and taxes diminiflied in propor- 
- tion ; or whether it would not be more proper to 
let the taxes fubfift, and to think of a better method 
of applying the amount of them ? 

I anfwer, that according to the ftate of the quef- 
tion, the- individuals of the people, who are all made 
to contribute towards the enriching of a few of their 
number, may juftly complain of the inequality of 
thdr condition, and have a title to demand an abo- 
. lition of their taxes, unlets it can evidently be made 
appear, that by granting their requeft, there would 
follow a pitjudice to the ftate, which would affeft 
their own mterefts as individuals. 

To difcover how far this may be the cafe, let us 
ftytn as many fuppofitions as we can, relatively to 

■ the 
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SooK the effects of diminiftbg taxes, and caodidly exa- 

^— , ^— ) mine the moft natural cbnfequences of every oae. 
If we find that the individuals of a people gain, in 
general, more than they lofe by paying taxes impeded 
with moderation and propriety, and (Hll more if it 
fiiall appear that their eafe and profperity depend 
upon the levying and expending of fuch taxes ; I 
think we may conclude, that all diminutions of them, 
as &r as they hurt the intereft of the greater ,body, 
are in general hurtful to the fociety. . 

Let me firft fuppofe a. general reform of all un- 
neceffary expence to take place at once, and a pro- 
portional abolition of taxes to go hand in hand with 
it. Would not all thofe who- at prefent fubfift 
merely by the fuperfluous expences of govemmeot, 
be reduced to miiery ? Would not all thofe who 
fupply unneceffary wants, equal to the whole amount 
of the taxes fuj^re&ed, be forced to be idle in pro- 
.portion ? The millions who contribute in paying 
thefe taxes would be differently affefted. Thofe 
who pay out of a fixed and certain income, would 
feel an immediate benefit from it ; -thofe who con- 
tribute by proportional taxes would alfo be gainers, 
.provided they be of the idle clafs ; but all the in- 
duflrious would lofe in proportion, if the prkes of 
Xubfillence fhould not fall in proportion to the dinu< 
nution of their taxes. All the manufaflurers of 
exdfeable goods, who had been ufed to advance 
the taxes, as .we have obferved, would gain Ccnfi- 
derably : becaufe the diminution of the taxes would 
be total as to them, though not to their cuftomers ; 
becaufe traders wpuld never want pretences for 
keeping up the price of their commodities beyond 
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the proportion of what it ought to be, after the du- ^*} *P' 
ties are taken off. ' '■^.— v 

I conclude with the greater certointy as to this 
particular, from the analogy ir bears to the confe- 
quence of changing die denominations, of the cmns 
in France, which long experience fhews never to 
have the immediate effect of regulating prices pro- 
portionally. 

But as we are here confidering the confequences 
of a fudden abolition of taxes, let us, for a moment, 
confider, with an eye of humanity, the fcenes which 
would unavoidably open to our view, both in the 
formerly opulent habitations of thofe who were wont, 
to wallow in public money, and in the comfortable 
dwellings of many others of every denomination, 
who, either as the reward of merit, or as the re- 
compence of painful induftry, had fupplied the wants 
of ufdefs armies, navies, arfenals, dock-yards, &c. 
formerly paid out of taxes, now aboliflied, and who 
thereby had fubfifted and brought up their families. 

Are not all thefe the children of the ftate ? Have 
they not had fathers and mothers who have beea 
greatly relieved by procuring fuch outlets for them ? 
Have they not children who are educated and 
brought up with the amount of their falaries, and 
profits of their fervice ? Have they not had people 
of every clafs of induftry, who have gained thdr 
bread by providing for their wants, while they 
were iupplying thofe of the ftate, now baome fu- 
perfloous? In one word, does not the money 
they receive circulate and return to the grand river, 
a» I may call it, in the fame manner zs that of 
<shex numbers of the ftate i 
; Vol.. IV. S For 
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BOOK For thefe reafons, I fay, that taxes once properly 
. , _,^'-^ . impofed, and brought to circulate through a certain 
channel for a long lime, cannot, fuddenly, be fup- 
preffed, witliout occafioning for greater mifery and 
diftrefs thari can arife from them, when they -are 
levied with any degree of intelligence. This diftrefa 
■is nowife peculiar to the fuppreifion of taxes ; it is 
equally the feme, in every fudden revolution of pro- 
perty. When the Templers were univerfally rooted 
out of Chriftendom, wlio doubts of the affliOaons^ 
mifery, and diftrefs, which followed to every clafs 
of inhabitants employed by them, in every lyngdom 
fa Europe ? Could fo large a confumption as that 
of fo great an order ceafe at once, without drawing 
along with it numberlefs inconveniences ? Did not 
the reformation itfelf, otherwife fo great a bleffing, 
ftarve a multitude of poor . who were fed by the 
inonafteries ? Did not the fjcularizatidn of fo many 
ecclefiaftical benefices. do great prejudice to many 
families, by blotting out an infinity of refources for 
. procuring an eafy livelihood for their children ? Let 
thofe who do not feel the truth of what I here ad- 
vance, examine the ftate of the proteftant nobility 
in Germany, where you find the fame hardfliips ftill 
fubfifting, though in a degree much inferior to what 
It mufl have been at the time of this fudden revolu- 
tion, which took bread from thoufands of the youn- 
ger fons of noble families. 

Such'revolutions have /happened ; fucfe inconvfr-. 
niences have been felt : but they were not the deli- 
berate aft of any particular ftatefman. I'bey wete 
the efie£t of tho£E convylfions which t^e human 
pafllons occafion. Nobody can juAly coofider them 
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as the neceffary confequences of a reformation in chap. 

religion. . But let any Hatefman now, from a cool ■_^^l^j 

refle£tion upon the unneceffary load of employments 

in church, ftate, army, navy, finances, and law, 

and from a principle of diftributive juftice, abolilh 

at once all that is fuperfluous, and the taxes, At the 

fame time, out of which the emoluments arife, he 

will very foon fet before the eyes of his people, fuch 

a fcene of compalTion, as will quickly blot out the 

remembrance of the favour. 

We Ihould not then find fome individuals only 
reduced to want, but numerous &milies ; not a 
parcel of beggars flarved, but induftrious manu- 
facturers } not a fet of ecclefiadics, who from thdr 
ftate of celibacy and retreat, appeared already, in , 
a manner, feparated from the commonwealth, buE 
. ^ multitude of people conne&ed by marriage, by 
fociety, and by all the tender bonds which , unite; 
mankind. _ Such a fcene, I fay, would not fail to 
excite compaffion in the,heart of thofe very men ia 
whofe favour.the defblation was to be brought on ; 
and the ftatefman would thereby lofe the whole 
merit of his ill judged zeal for dillributive jullice, 
and be conJidered in the moft un&vourable light 
that paflton or prejudice could fugged. 

Hiis is a digreSion introduced with no intention 
to fevour a mifapplication of public money, but to 
- point out how far a reformation in this particular 
is a delicate operation. 

A good phyfidan never attacks a dlfeafe by violent 
remedies, when mild ones, with time, may be made 
to produce the fune eSed. Nothing can referable 
1 difeafe in a human body, more than 
S 2 an 
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BOOK an ingrained vicious. habit in a ftate. The ftarit of 

V—v-«^ a nation is influenced, as has been faid, by the ad- 
miniftration of its government. So large a fum of 
mifapplied money creates a political flifeafe, which, 
muft be purged away by degrees ; and ne* doors 
muft be opened to receive thofe whofe former me- 
thod of fubfiftence is thereby intended to be cut off. 
- Let me next examine the confequence of a gra- 
dual and infenfible reduftion of taxes, relatively to 
trade, induflry, and manufa£hires. 

It would be both tedious and fuperfluous to 
trace the fleps by which fuch an operaticoi ought to 
be condu&ed. Let !me fuppofe it complete ; but 
let it not be fo very gradual as to blot out all re- 
membrance of the age of taxes, and of thdr ef- 
feas. 

Wc have fuffidently anaUzed the whole pro- ' 
gt^fs of circulation ; we have fliewn how it muft con- 
Hantly be in prt^rtion to alienation, and how, when 
^fident, induftry muft fuffer a check. £ven when 
peace is reftored after an expenfive war, we have 
ihewn how circulation dimiitiflies, from the abate- 
ment of public expences, how money ftagnates, 
and how it is confolidated upf»i property of a more 
permanent nature. 

Let us now apply thefe principles to the queftion 
before us. Let uxes be abolilhed ever fo gradually^ 
fhe circulation of the exchequer muft diminifli in- 
proportion ; consequently the whole alienation, and 
the whole uiduftry which is the objeft of alienation, 
muft diminifii alio. The money iffued from the 
exchequer at prefent, con^ues its progrds front 
hand to hiuid> and all is fouud necefiary ibr drcu- 
lation. 
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lotion, in this age of taxation, as we Mzve called ifa 
What a deal of induftry is implied in the circulation 
of a fum equal to all the taxes ! Let thofe who 
choofe to calculate, Itate the following proportion, 
becaufe I will not here interrupt my fubjeS. 

As the whole money of the country is to all the 
alienations performed by it, fo is the fum of taxes 
to that part of alienation which will fall with them. 

If a gradual diminution of taxes mufl: have the 
efie£l: of extinguilhing £0 much induftry, it will 
have tlje efieft of ftarving the induftrious who lived 
by it. But Wore they ftarve, the price of work 
muft fall below the price of the tiarrowcft fubfift- 
cnce : becaufe the never failing foreign 'demand for 
fubfiftence, will keep it above the rate of their 
ilender abilities, as long as any trade remains. 

To imagine a foreign outlet for cheap mantifiic- 
tures, while the fubfiftence of workmen is at par 
\dth odier nations, is againft all principles ; as it 
is agEunft experience, to fee a country without re. 
venue,' and without taxes, cah-ying on with fuccefs 
the operations of induftry and foreign trade. 

Compare, therefore, the fituatfon of fuch manu- 
feSurers with thofe in the age of taxes. Compare 
thofe who would augment a fu{^ly far beyond all 
the demand for it, with thofe who are paying large 
taxes, and as regularly draiiting them back, either 
upcm the fale of thdr work, or in confequence of 
wages which enable them to be idle two or three 
days in "a week. 

In fuch a fituation, how ardently would the for- 
mer wifh to fee the idle confumers fumifliing again 
a copious fupply of money to govemmeM, few xe* 
S 3 moving 
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moving fuch inconTeniences. They would thett 
quickly percdve that they had not been of that 
clafs which had felt the load of taxes ; they would 
recal to mind the joyful hours they had fpent in 
public hotifes ; the fortunes which every induftri- 
ous man nught hope to accumulate, while every 
branch of induflry was kept alive, by the means of 
a copious circulation. 

If, therefore, the induftrious clalTes of a people 
cannot be benefited by an abolition of taxes i let 
us next inquire, to whom the advantage would 
accrue. « 

It has been faid that the idle confumers pay all 
taxes of the proportional lynd ; the proprietors of 
lands, houfes, &c. bear every where a very large 
fliare of taxes both proportional and cumulative.. 
This clafs of men, therefore, are thofe who bid the 
^reft to reap a benefit from an abolition of them. 
But the proprietors of lands are by no means in- 
cluded in the clafs of idle confumers, in every re- 
fpe£^ ; althou^ they may be. confidered in this 
light, with refpeft to fuch taxes upon thdr con. 
fumption as they do not draw back from their di- 
xt& induftry, in producing fome manu£a6:ure which 
diey may fell again, with a profit proportional to 
the tax they paid. They are raafters of a property, 
which, in a country of induftry, is daily augment, 
ing in its value. Their fortunes, often fwell Bifter 
than thofe of any one clals of the induftrious } but 
they augment by annual income ; the fortunes of 
all the reft increafe by the capital. Every p«nny 
raifed in a landlord's rent, is equivalent to half a 
crown g^ned by a merchant. . . . 

If 
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If it be true that taxes, rightly impofed, do no chap. 
prejudice to any of the manufafturing, or any-wife ..^-y^M^ 
induftrious clalles of a people-; and if it be true, 
that an" abolition of thofe taxes, by contracting cir- 
culation, would difcourage induftry ; then, we may 
determine that the landlords would lofe much more 
in finding the improvement . of thdr lands inter- 
rupted, than all they can gain by addii^ their taxes 
to their prefent fortunes. 

Combina^icHis of this fort are fo involved, that I 
cannot pretend to unfold them ftep.by ftep, as might 
be done in cafes of a more fimplc nature. The coa- 
clufions therefore drawn from refearches of this 
kind, do not command that afTent, which we find 
in a manner extorted from us upon other occafions. 
In this chapter, I have not undertaken to demon- , 
Urate that the judicious impofition of taxes is ad- 
vantageous to a country in every refpe£t. My view ■• 
is to point ODt the advantages they adually have. 
The common opinion is that they are hurtful. Our 
feelings, however, have raifed doubts with 'many 
great men concerning the truth of this propofition. 
If jny invefligations, however imperfefi, and how- 
ever liable to obje£tions, fliould facilitate to others 
the clearing up of a pointy which is beyond the 
reach of my capacity fully to explain, this confi- 
deration wll be a fufficient encouragement for iftc 
to proceed. 

Let me, therefore, lay afide the thoughts of ana- 
Uzing- the eifeds of taxes, with fuch accuracy as to 
. form a demonftratton of their being more benefidal 
«han hurtful to an indiiftnous nation, and that throw- 
ing them back into circnlauon does more good, th^n 
S 4 taifing' 
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BOOK- railing them does harm. But let me fhew, in ge* 
^_.-/-._- serai, that the intereft of landed men, who, I think 
have, beyond all doubt, been proved to be thofe 
who, in the iirft place, pay a confiderable part of 
proportional taxes, does by no means require an 
abolition of them. 

■ The proprietors of lands, whom we have hither- 
to confidei^d as being of the clafs of the idle coo' 
fumers, advance their rents by the increafo of de- 
mand for fubfillence, in confequence of indullry. 
This, if it do not raife the price of fuWiftence, will 
, keep it, at leaft, at an equal (landardj and this 
fiandard muft bear a proportion to 'what it is worth 
in other nations, as long as trade fubfifls. But let 
trade decay, let domeltic induftry fail, it will not 
be the foreign price of fuWiftfence which will then 
fiipport the rate of our manufaftures. • What a 
multitude of circumllances contribute to the ex- 
portation of our fuperfluity ! I can fend from. Cha- 
ring-crofs, any parcel whatever, to the diftMice of 
fifty miles, cheaper than from my own country ha- 
bitation, where I can have a man, with a horfe 
and a cart, fcH* two (hiUings a day. From Charing- 
crofs, I can fend at a ihort warning, many thou- 
fand weight : here I could not do fo much in many 
weeks. Near London, an extended common may 
be inclofed and imfn-oved in a leafi:»i : here, tt^ 
improvement of a fmall field is the bufinefs of X 
man's life. Let me even confider how matters are 
thanged within thefe fifty years. Undertakings 
which now arc executed with Kttle difficulty, were 
. then abfolutely . impradicable. An army was b^ 

ceflary thirty years a^ to make a road of a bun* 

dred 
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([red miles, and the inhabitants were aflonifhed at c hap. 
the execution or it *. ■_.-,-._/ 

Were it nectfliiry at this time, to do as much 
every year, if money be but provided, hands will 
not be wanting, either to condud or execute the ' 

plan. 

■The number of people, ivell employed^ makes 
the profperity of a ftate ; and the profits of the 
opulent clafles, by the augmentation of induftry, 
more than compenfate all the burden of theJr taxes; 
They grow in relative wealth ; and the acquifitions 
they n^ke are commonly exempted from the cu- 
mulative taxes raifed upon their poffeflions. In pro- 
portion to their induftry in improvmg their lands, 
their fortunes augment. The prefent fyftem of 
taxes does not interrupt theif operations. Were 
any great change m this particular to take place, 
which might fink the market prices of fubfiftcnce, 
even allowing that it would prove mi advantage to 
foreign trade, they, I am fUre, would be the firft 
who would feel the inconvenience. 
, It may be wondered, why I have not fuggefted, 
as a' confequence of taxes, the increafe upon the 
price of the earth's produftions, which is a direct 
indemnification to all the landed intereft, more than 
equivalent to the taxes they pay. But taxes upon 
land, do not augment the price of grain, as they 
raife the price of excifable goods. The reafon ia 
plain. ' The tax upon land affe^U the proprietor's 
fiiare.only of the produce of his lands : were he to 
Attempt to raife the price of his gram, in proportion 

* Wsdc's roadi througb the highUada of Scotland. 

to 
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to the tax he pays, his farmer, who pays no land- 
< tax for his portion, would underfell him in the 
maitet.' A tax never can raife a price, except 
when it is laid on fo untverfally, as to make it im- 
poffible for any perfon to avoid it, .who fells in com. 
petition with another who pays the duty. It is ' 
from this principle that fmuggling ruins the fair 
trader: the fmuggled goods are fold cheaper than 
thofe which pay duty, and the fair trader is thereby 
forced to fell below what he can afford. 

On the whole, I believe that when this quefUon 
is thoroughly underftood,, it will be found, that 
taxes affed prices far lefs than any one could ima< 
gine i except in the cafe of excifes, rightly impofedy 
and levied without fraud. There indeed they have 
their effe^ ;. but in every other mode of impofing 
them, I am apt to believe that they do not produce 
the confequences commonly afcribed to them. 1 
have already fuggefted the reafon in a former chap- 
ter upon tjiis fubjefl ; where the influence of com- 
petition in the markets -where commodities are fold, 
has been proved to work more irrefiiUble efifeds in 
regulatbg the price of work in general, than any 
thing that taxes, not immediately impofed upon 
the very article of coofumption, c&h produce. But 
if in fpite of all that has been faid, it ihould be 
urged that the prices of labour and manufadures 
rife in proportion to taxes, I anfwer, that the dif- 
ficulties, refulting from this hypoth^is, would be 
many more than could be objected to the other 
theory. Could, for example, any man affign a 
reafon, why a pound of the beft fnuff in England 
fliould be fold dearer than in France, where it pays 
a duty 
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a duty of above - two fliillings fterling ; why many' c h 
articles of manu&aure can be afforded cheaper ia ^.^ 
England than in Scotland, wheretaxes are certainly 
.lower, and although a day-labourer in the firft be 
p:ud a {hilling, and in the laft little more than dght 
pence ; why fubfiftence &ould be abfoliitely dearer 
in Scotland than in England, taken upon an aver- 
age ; why univerfal experience fhould prove, that 
when the price of fubfiftence is nufed by fcarcity^ 
work, ioftead of rifing, is cooftantly lower than at 
other times ? 

From all thefe appearances, added to the argu- 
ments I have ufed to prove that taxes are not pre- 
- judicial to induftry, I conclude, that the theory I 
have attempted to give is right in the main ; and 
that yihen taxes are judicioully impofed, and ac- 
tually levied without oppreflion, they enrich a 
nation. 

Firft, By putting into the hands of a good ftatef- 
man, the means of removing every abufe j of ren- 
dering the Ilate refpefted by its enemies ; of fup- 
porting every clafs of induftrious inhabitants, when 
thdr particular branch falls under diilrefs j of pro- 
, viding an outlet for many young people, who in 
time become ornaments to their country, and in- 
ftruments of her defence; of fupporting foreign 
trade by bounties on exportation j of encouraging 
the improvement of lands, the eftablifhment of co- 
lonies, theextenfion of fiflieries, and every other 
fcheme for augmenting the produflion of fubfift- 
ence and manufadures. 

Secondly, that the multiplication of taxes, ex-' ' 
clufivc of die encouragements jutt mentioned, which 
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are beftowed gratuitoufiy on trade and manufec-- 
tures, do, of themfelves, and independently of the 
proper aiq)lication of their amount, augment, de- 
monftratlvely, the mafs of circulation, alienation 
and induftry ; and in this refpeft may be confidered 
as a voluntary contribution, in the firft place at leaft, 
ft^jm the rich who pay them, to the induftrious who 
dire^Uy draw them back. 

Thirdly, As to that part of the p*opIe, who pay 
their taxes without iharing the advantages enjoyed 
by thofe' who ferve the ftate in lucrative employ- 
ments, I fay the induftrious part of them pay no- 
thing : and the demand for what they produce, is 
greatly increafed by the expence of thofe very men ' 
who arc the objefls of their envy : and ferther, that 
if an alteration were to be made on die revenue, 
by any abolition of taxes, thofe who imagine them- 
felves hurt at prefent, might find, by fad experience, 
a much greater, and much more real hurt, from 
what would difturb the hartfony of the prefent fyf- 
tera. 

To conclude, we have a tolerable notion of the 
low ftate of induftry in former times^ when taxes 
were little known : we may fee the progrels of in- 
didlry in, countries where, at prefent, impofitions 
are comparativdy ' lower than elfewherej and w^ 
may compare the ftate of thofe countries with our 
own, as to cafe and happinefs. From fuch inquiries^ 
nothing, I apprehend, can be concluded in favour 
of the progrefs of inddlry, frcwi an abolition of 
taxes. 

That fuch an abolition may produce fome good 
cSe£t} as yet unknown, I fltall not pretend to deny : 
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we have not lived long enough to fee any experi- chap.' 
ment of this kind put in practice. •_^- ^^- 

From the expofition I have given of this matter, 
there arifes a great difficulty to be folved. 

Taxes are paid, no dpubt, and no body, accord- 
ing to this theory, feema to pay them. The induf- 
triouE draw them back ; the propHetors of land and 
foiid property are faid to be indemnified; prices, 
it would appear, are not to fall by a diminution of 
taxes, in favour even of the moft idle confumer ; 
they are not made to rife in confequence of an aug- 
mentation on them : Whence then do taxes pro-' 
ceed? From what fund do they arife? What in- 
tereft do they afFe£t ? I can folve all thefe difficulties, 
by an anfwer to another queftion. : From whence 
arifes the value of a fmall parcel of flax, when 
wrought into fine lace ? It arifes from the price paid 
for time well employed j ^v^ich produces nothing 
when fpent. in idlencfs. This is the fund out of 
which the greateft part of taxes is paid ; it is a 
fund created by the indullrious Britons, which I 
hope will increafe for many centuries, though taxes 
jhould increafe in proportion. It is worth more 
than ten times all the taxes which could be raifed, 
,and all the landed property without it. Were this 
time fpHit in idlenefs, the whole produce of our 
taxes would not fupply the expences, of govemm«it 
for a month. , ■ 
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G H A P. X. 

Are Taxes a Spur to Irtdu/iry, as fime pretend? 

TT is not eafy to find out, h priori^ how taxes 
Ihould prove a fpur to induflry. What make» 
feveral people adopt this opinion is rather from their 
'feelings, in confequence of many circumllances 
arifing from experience, than from what reafon, 
or the nature of the thing, has pointed out. But as 
nothing can be produced without an adequate and 
natural caufe, let us examine this political problem, 
by an application of the principles we have laid down 
in the former chapters If thefebejuft, we fliall 
difcover by them, how it happens that in countriea 
where taxes are high, where living is dear, and 
where every circumftance feems to Feude)* the means 
of fubfiftence difficult to obtain, people live in the 
greateft plenty, are beft and mod eafily fubfiftedj 
and that induftry there makes the greateft progrefs. 
For the folation of this queftion, let us call to 
mind the principles which influence the multiplica- 
tioQ of mankind, and the increafe of labour and 
induflry, laid down in the firfl book. We there 
explained how the wants of mankind promote theis 
multiplication. 

Money, the inftrument of alienation, was repre- 
fented as the primum mobile in this operation ; a 
defire in the rich of acquiring every thing with mo- 
ney, that is deniandy was ihewn to be the fpur to 
induftry in the poor; It was faid, that ff riches 

6 did 
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did not infpire a taftefoi- luxury, that is for tlie chap. 
confumption of the labour of man, thefe riches ■ :^.'-w^ 
would not circulate ; and that they would then be 
adored rather as a god, than made fubfervient to 
the ufes of men. 

Conneft herewith that the impofition of taxes 
is a method of bringing money into circulation; 
that thofe of the proportional , kind have the effe£b ^ . 
of drawing from the rich an additional price upon 
every thing they buy, which goes for the ufe of the 
ftate, and which otherwife would not have entered 
into circulation at that time. 

From thefe principles, I conclude, that taxes 
promote induflry ; not in confequence of their be* 
in^ raifed upon individuals, but in confequence of 
their bein^ expended by the ftate ; that is, by in- 
creafing demand and circulation. 

From the principles above laid down, I cannot 
difcover the Ihadow of a reafon, to conclude that 
taking arbitrarily away from fome individuals, a part 
of their gains by cumulative taxes, or proportionally 
from others, by augmenting the price of what 
they buy and confume, muft in any refpeft im- 
ply an incitement in the confumers to demand more ; 
and without this it never can excite the induHrious 
man to augment the fupply. 
' I readily allow that every one ^'ho . has been 
obliged to pay a tax, may have a defire to indem- 
nify himfelf of the expence he has been put to, by 
augmenting his induftiy ; but if, on the other hand, 
taxes have put every oAe to a confiderable additional 
expeace, in proportion to his income, it would be 
abfurd to -allege this diminution of his fortune, as 

the - 
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BOOK the caufe of a defire to augment his confumption ^ 
' I— ,^_- and unlefs the rich do augment.their confumption, 
the poor cannot augment their induflry. 

£zainine, on the other hand, the ufe made by the 
ftate of the money raifed, and you will eafily per- 
ceive the juftnefs, I think, ofjhe above mentioned 
principles. This money belongs to the public, and 
is adminlftered by private people. Public expence 
is defrayed with a full hand ; they who bellow the 
money, beftow it for the public, not for themfelves ; 
and they who work for the public, find, or ought 
to find, the greateft encourageinent to be diligent. 
Every appUcaticm of public money implies a want 
fn the ftate ; and every want fupplied, implies an 
encouragement given to induftry. In proportion, 
therefore, as taxes draw money into circulation, 
which ptherwife would not have entered into it at 
that time, they encourage induftry ; not by taking 
the money from individuals, but by throwing it into 
the hands of the ftate, which fpends it ; aiul which 
thereby throws it direftly into the hands of tht in- 
duftrious, or of the luxurious who employ them. 
It is no obje£Hon to this reprefentation of the 
, matter, that the peifons from whom the money i« 
taken, would have fpent it as well as the ftate. 
The anfwer is, that it might be fo, or not : whereas 
when the ftate gets it^ it will be fpent undoubtedly. 
Belides, had it been fpent by individuals, it woul4 
have been laid out for the fupply of private wants^ 
which are not near fo ext^live as thofe of the pubr 
lie : and further, when money is fo taken &om ricl^ 
individuals, it obliges fhem *f> find out ,a way of 
{o-ocuring more, out of their folid property ', an^ 
. . when 
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when this iacility is not procured for them by their cm a t. 
llaterman«.we fee how taxes become both opprefllve -_ i .'-.l^ 
and ill paid. On the contrary, when it is provided, ' 
other by the returns of foreign trade, which greatly ' 
augment the coin of a country j or by banks, which 
melt down property into paper circulation ; we fee 
taxes augmenting conllantly, without creating any 
Impediment to confumption, or difcouragement to 
indullry. All thefe confequences hang in a chain, 
and hence may be gathered the folidity of the prin- 
ciples upon which they depend. 

Aftef this feluttdn of the quefUon propofed, let , 
thofe who are verfed in hiftqry lay drcumfhmces 
together and exanune whether h.€ta do not prove 
the truth of what I have been faying. 

- During the time of the Roman em[Hre, when the 
riches of Afia flowed into the coffers of Rome, aad 
were conftantly exhaufted by the prodigality of the 
emjpei^rs, we perceive, from many circumftances, 
to what a degree the confumption of fuperfluifies 
augmented. The price of certain commodities rofe 
to an exceflive height ; indultrious people, of the 
lowell extra£tion, were daily Teen to amafs prodigi- 
ous fortunes : thefe are proofs of circulation. But 
when we confider the expences of a Lucullus, or of 
a Cra^us, who confumed, it is faid, the work of 
ten thoufand Haves, and compare the confequence 
of this confumption with the expence of a modem, 
who fliould confume the induftry of ten thoufand 
freemen, we Ihall find a wonderful difference in the 
tSeSts of the one and of the other, with refpe£t to 
circulation, and the encour^ement given to in. 
duftry. 

. Vol. IV. ■ T No 
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Nb alienation £ould take place between CralTus ' 
and his ten thoufand flaves, notwithllaading all the 
vork confumed ; confequently, the only circulation 
implied by this confumption mud have been in pro*' 
pordon to. the^ neceflaries which the mafter was 
obliged to purchafe for fo great a toultitude : and 
if we lUIl fuppofe all thofe neceflaries to bave been ~ 
produced by their own labour, then the ftate of 
Rrane could not* but by an arbitrary impofition 
laid upon Lucullus and CralTus, draw one&rthjng. 
' out of their coffers ; confequently, induftry could 
not increafe In proportion to the Idads of wealth 
brought from Afia by thefe generals. Whereas 
were Lucullus now at London, or at Paris, he would 
not be able to fpend a Ihilling, without giving a 
penny, and perhaps more, out of his treafurc to 
Ae ftate, which would immediately throw it back 
into circulation. 

As we are now on the fubjeft of circulatioii 
among the ancients, let me briefly trace the progrefe 
of- it in Europe, through different modificationSy 
to our own times, and fo clofe this chapter; 
■ When the feat of empire was tranllated to Con- 
flantinople, and all the Afiatic provinces attached 
tO' the Emperors of the Eaft, a ftop was put to the 
augmentation of "coin and bullion in the empire of 
the We(h A confiderable part of what had formeHy 
been there returned to Conftantinople, and the' re* 
mainder fell a prey to the fcarbarous nations which 
overran it. This may be called the firft period. 

Thefe barbarians, by.'cnflaving all the ancient 

inhabitants,, and by foroogthen^ to perform every; 

kind of fervice, mull have had little ufe for coin. 

"• What 
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What they, C(»aed appears to have bedi broad and 
thin. . 

Let any one refleft; upon the infenfible ^yafte o{ 
fiiver plate, and the ftiil greater lofs on coin which 
circulates ; the vaft fums carried off in the time of 
the Croifades ; the quantities buried or thrown'into 
rivers in timee of devaftation ; and add to thefe . 
circumltances, that from the fifth century after 
Chrift, till the difcovery of the Indies, there was, 
probably, little or no filver or gold brought into 
Europe ; and it will appear very natural, that coin 
fhould have -been at that time much more fcarce 
than formerly. 

How contra^d ctrculatbn was during the 13th 
and 14th centuries, may be gathered from the 
anecdote concerning alienation in France, men- 
tioned in the third chapter upon public credit. 

But farther, the great fubordination eflablilhcd 
by the feudal form of government, and the military 
fervices to which fuch numbers were boand, had 
the efieft of preferving the ancient fimpKcity of 
■manners, fo unfavourable to induftry. The confe-- 
quence was, that Princes could raife no taxes ; and 
that moll of the money the people had 'was locked 
up in their chefts. We know rbere were in thi^ 
days abundance of wealthy peq>le j but. their iifeakh 
infpired them with no difpofition to confume at the 
expence of ready money. 

The difcovery of the Indies opened a third pe- 
riod, and threw great riches into the hands of the 
Spaniards : the houfe of Auftria was the firft en- 
riched, and appeared with great fplendor for fome 
■time. Charles V. by his extenfive dominions, had 
T 2 an 
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an opportunity of dUlributing this new gotten trca- 
fure among hie fubjefts in Flanders, his native 
country : this fet induflry to work in that quarter. 
The Portugueze difcovered the Eaft Indies : a new 
enticement to luxury ; a new motive to become ex- 
penfive. The Hollanders became a tradmg people^ 
and with the money which their induftry had drawn 
from the magniBcent Spaniard, they Ihook off his. 
yoke. Money infenfibly began to circulate. Prin- 
ces immediately found, as has been faid in the fe- 
Gond book, that it was neceflkry for them alfo to 
augment their revenue, in order to maintab a pro- 
per fuperiority over their fubjeSs in point of riches. 
The increafe of circulation among individuals made 
it more eafy to rsiife taxes; and the throwing. the 
amount of them back again, in gratifications to the 
chief people of the (Ute, engaged thofe who came 
by money in a manner gratuitouily, to expend it as 
freely as diey received it. No wonder, then, if 
Princes found it an eafy matter to load their fubje£ts. 
They were fi^pbrted ,in this fcheme by the great' 
men of the ftate, who found a benefit ftxim it. This 
terolution has totally changed the face of afiairs in 
the ptdent period of circulation. Courts are fplen- 
did ; armies are aum«x>us ; buildings, in cities and 
In tlie coQOtry, are magnificent ; an old'city, com- 
pared with a new one^ appears hideous ; all public 
works are carried on with that folidity which we 
admire in thofe of ancient Princes and ftates, when 
nations led into captivity were employed to perform 
them. In thofe days the magnificence of Princes 
was in proportion to the groans of their fubjeSs j 

nosr 



byQvioglc 



OF POLITICAL ffiCONOMY. «77 

now th^ are in proportion to thdr wealth and eale. c rfA p. 
Whence proceeds the difference, the effefts are the ■_ ,-.^ 
fame f From good goTemment, and a well r^ulated 
])olitical oeconomy. 



C H A P. XI. 

Conjideratiotu vpon Land-Taxes, with feme Obfnva- 
iiom upon tbofe of England and France, 

/~\F all the kinds of ciunulative taxes, that which 
is properly impofed upon lands feems to be the 
beft : that is, to imply the feweft inconveniences to 
the peribns. paying, and to the ftate in raifmg'it, 
That it is an unequal impofition h plain and cer- 
tain : this charafter is unavoidably attached to every 
fpecies of cuimulative taxes, in one way or other; 
It has aUb the effed of cafUng a geneial difcredit 
upon the purchafe and improvement of land ; be< 
caufe the proprietors are naturally expofed to aug- 
mentations, which may, almoft with the iame eafe, 
be carried to the total amount of the ilicome, as to 
any proportional part of it. This has been men- 
tioned in a former chapter, where the intereft of a 
nation's dehts was fuppofed to increafe fo as to equal 
the value of all the land-rents, and the whole reve- 
nue of individuals. 

Land-taxes are impofed in various forms in differ- 
ent countries, and all are fuppofed to bear a deter- 
minate propordon to the rent. This, however, is 
[ fwver, npr iiidped can it ever be the cafe, The 
* T 3 value 
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B^oQK. value of \axs4 is V3iy\ag perpetually* fiiom the in- 

s-^VT-' duftryofthe inhpl^ilants. Befidee tbig;ineqoaIity, 
there are dther! inconveniences proceeding fr(Mn tjie 
unequal diftribution of property. lo Scotland* for 
inflance, land is divided into large portions ; very 
few fmall lots are to beflffifiST The clafs of &rmers, 
for the moll part,. UbovM" jhe Ja^ds of others, 'who 
have large poffeflions. ' ' I'his' is lefs the cafe, I be- 
lieve, tQ England, and ftill Iqfs in France and is 
Germany. A land-tax, therefore, being fuppofed 
univerfal, would, in Scotland, do little harm : in 
, England, it would fell heavieitiiipoii. the'fmaU.pr* 
prietors ; becaufe the fum'jexa^d would bear a 
greater proportion to thefikppbfed ftipepfluiiy of th* 
proprietor. In France,, it -would/ftjU be worfcj 
for there the exempucHis of the numerous clafs of 
nobles, and many other circum&mcesnientifMUKl 
above, would entirely ddlroy' even die fliadow of 
proportion. It is out of my way to enter into any 
long detail upon this head, .with refped ta different 
countries. '■ . 

I fhall therefore confine myfelf to a very few ob- 
fervations upon the method of laying this tax in 
England ; and upon a projeft: which has been long 
in agitation in France, toraife their land-tas byway 
of tithe upon the fruits. 

This fcheme was firft propofed to the late King ■ 
of France by the Marechal de Vauban, in 1699, 
snd the propofal was renewed fome years ago in a 
performance called the Refortnateur. But asit would 
prove hurtful and bu-rdenfome to France, in a great 
degree, from a circumflance which has niot been 
attended to by diefe authors, the examination of 

this 
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ihisfyflamof taxation wiUJjSTTC aa:»igOQd.!Ul«ftir»-- cthajv 
don of thispartof our fubjeft. ., -ji-,-ij 

- The laod-tas; io flnglaSid has,. I thijik, two-.-re- 
markable defefts. Firft, The fums impofed .at cer- 
ttun latea", upon every .diftrja of the, kingdom, 
whstfaei titles, townsi uniredities, or open couo* 
try^, etroA t^n the King's palaces inns of tourt^ 
&c. are h&t (tiftributed according to any rule of pro- 
portion ujhAi' the property of individuads ; but thisr 
operation -Is left to alTeflbrs. 

Secondly, All perfonal eftates, except property 
in the public^ fiinds, and {lock upon land, fuppofed 
neceflary iot agriculture, are charged in the fame 
proportion 'a& land-rents. 

' I fhall now point out the inconveniences and bad 
confequences of thefe two capital de£e^. 

When a tax is impofed 'at fo nianyJhillings in 
the pound upon the mcome of a whole diftrift, every 
article of the property which produces it ought to 
be fpecified. If this be omitted, there is a le^ilatirc 
authority veiled in thofe who make the diftribution. 

The articles which compofe the whole property, 
, and the revenue of each article being once deter- 
mined, the ftate has it in its power to impofe the 
tax according to what proportion it thmks fit ; 
namely of one, two, or more fhillings in the pound. 
But then, in iavour of the contributors, the differ- 

* The afleflmcnts, in the annual a& for the land-tax, are ge- 
nerally underltood to be at the rate of i, 2, 3, or 4 fhillingt in 
the pound i although ne fuch rate is mentioned in the flatute 
with refpeft to real eftates or land. The rate of a certain num< , 
ber of niillingg in the pound occurs with regard to perfonal pro- 
perty only. 

- T 4 <;nt 
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BOOK' eAt articles which produce the fi^pofed total, oQght 

^■^^^ either to be fpediied in the.Iaw, or reference fltould 
be made to a book of valuation where the; are re- 
corded. 

It is no eafy matter to izame the valuatioa of ali 
the property ofa country: and it is a fcbeme I 
fliould be very far irom propofing, unlefs (he fpirit 
of a nation took fuch a turn ae to wilh fcx it. 9ut 
where a determinate fum has beoi ufed. to be levied 
ppon a certain difhid, it does not appear fo difficult 
to make a proportional diilribution of it according 
to equity, and to adhere for the figure to this dif- 
tiibution, confidering it as a preportitmal valuation, 
if not a real one. This is d(me evay year, and 
without it no fuch tax could be raifed. But when 
annual dillributions are made, difcontents conftantly 
arife ; and the f^etended equality thereby obferved» 
produces woiie efie^s than the inequali^es which 
would follow from the other fcheme : becaufe the 
change in the relative value of pofleflions would 
then be chiefly owing to the indullry of every pro- 
prietor in improving his lot. 

How valuations in England were made originally 
1 cannot tell * ; but in Scotland* it is very certain, 

that 

• There is no trace in the hiftory of England fince Doomf- 
' day bdok, of any regular valuation being made of all the /audi 
of the kingdom, nor of any tax impofed, _^itgly, on this branch 
of property. 

The fubfidies, monthly alTelTinentt, and pound rates, id the 
different Aagea of the monarchy, have all been mixed duties ; 
comppfed ofa charge upon the lands, upon the money and per- 
fonal efiatea of the fubjeA, and frequently including a poU-taXa 
^here quafities, that it rank, were ^ercntly charged. 

The 
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dat as to lands they were all fee down in a book chap. 
of valuation at their fupp6fed rflits at that time. ^.Jl^^ 
So let the fum raifed be what it will, every man at 
leaft knows that his proportion muft be according 
to hi£'V^ation in the geno^l regiller. 

In Si^land, the cafe is totally differait. The 
prdportion whjch every diftrid is to pay, is indeed 
recorded in an original diflribation made many 
years ago in the reign of William and Mary. By 
this it tq^jears what every city, county, univerfity, 
ice is to pay according as the tax is impofed at one, 
two, three, or four Shillings in the pound. This 
is predfely the regulation in France, as ihall be more 
fully obferved ; but ftill fuch regulation nowife pre 
vents the moft grievous inconveniences which attend 
this tas } becaufe the burden of it does not fo much 
confift in the total amount, as in the partial diftri- 
bution upon the inhabitants ia every fubdivifion. , 

In England, let^me -fuppofe the proportion of the 
general fum for a particular diftria to be ten thou- 
iand'pounds, at four {hillings in-tbe pound. How 
is this to be levied as the law Hands ? Inftead of 
toots of valuation, which ffiew at leaft the propor- 
tion of every man's property, if not the real value 
of it, afieifors are conftantly called in, who exa- 



The wbele operation of diftributing and raifing thU duty, has 
been by commiffioni^rs named by the King, or by parliameiit, 
who fomrtimes upon oath, and fomctimes not, have inquired 
into the extent of every one's private fortune, and aif<;ffed them 
accordingly. Whoever wifties to have a more full account of 
this confufed method- of raifing a land-tax in England, may 
confult Davenwit's Ways and' Means, Article of Monthly Af- 
feflineats, aud Aids upon a Pound-rate. 

mine 
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ijuae the rents of all tile laads actording to the Isftr 
leafes.of thecn. Upon fuch. lands us hare l^en im- 
proved and let at a higher rate than ibfmetly, the 
proportion of the tax is augmwted. Upon:tho& 
which have not been let* but which ftHl tfemun vt 
thepoijeflion of him, who improvted, them,. '(Ji9i tax 
is not vigmepted. Ifthetax.befoUtidfcQifell too 
heavy upon the land* and hcwfes of the:diftria, 
then peifonal eftatcs. att ilude to.contiiliiit^v as is 
the c^ in London. AHi^elUons.ordifpu^ abon't 
the rqrardtion of the. tSix are deteoniwd, without 
appeal to the courts of law, by the .comoiiffioneffs 
a[^ointed for laying on the tax ; as in France tl;^ 
are determined by the Intendant. . Without this re< 
gulation all would run into confuflon, ibr the rea- 
Ibn I am now going to mention, and which regards 
the fecond defeat in this tax. 

Any proprietor of lands is entitled, from the 
words of the ftatute, to infift that the whole per- 
fonal eftates of thofe of the diftrid fliall be compre-' 
hended in the total value upon which the fum im- 
pofed is to be alTelTed. Were fuch queHions to 
come before a court of law, where the judges are 
obliged to determine almoft according to the letter 
of it, I believe no land-tax could be levied in this 
kingdom. But manners, not laws, govern man- 
kind. The fpirit of the Englilh nation is fuch, as 
to be incompatible with every thing which favours 
of oppreffion,-. Hence the few complaints againll 
the affeffors, or thofe who judge between panics. 
And as the land-tax is levied without any com- 
plaints, except as to the total amount ; while this 
remains the cafe, the fewer the innovatjons made 
upon it be, fo much the better. 

In 
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, . In France the fum of the- iaille to be rafed li^on c-M a K 
the kingdom for the jaar is determined in the ■ ■ . ni^ 
King's comicil ; and -the ptopcM-lion of every dit 
tria (called an Ekdien) is there particularly fpo- 
afied. TheldiftriA of an bneodanr is caUed a ge- 
nerality, and comprehends in it (^eral eLe£)ionK 
The Intendant, therefo-e, m^s the (fillribution 
of the general fum impofed upon the ele&ion, ac* 
cording to a certain proportion between every town, 
village, and pariih in it; and rules are prefcribed 
to the coUe&ors of every parilh, concerning the 
method of taxing every fpecies of income, every 
emolument of induftry, even every animal in the 
polTeflion of ihofe who are fubjefl; to this tax. This 
proportion is calculated with the moft fcrupulous 
attention to every man's gain, upon all effeds be- 
longing to him, and upon every poffibility of mak- 
ing profit by induftry. All this is carried into ex- 
ecution with the greateft feeming equality in the 
minute fubdivifions. 

But as the firft impofition of the tax is not pro< 
portioned to the aftual value of the income it is in- ■ 
tended to affeft, and as the Intendant does not fet 
out by a particular valuation of every man's poffef- 
fion, before he diftributes the tax upon the feveral 
parifhes, he is obliged to make up deficiencies^ 
if any be found, by fecond and third diftribn- 
tions. 

Although this iaille affeO: every fpecies of pro- 
perty producing an income, as well as fvery kind 
of induftry and employment, it does not alFeft every 
landlord for his rent, fo much as every cultivator 
tinder leafe, for his fuppofed profits. 

I Land- 
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Land-rents in France belong, for the moit part, 
' to the higher ciafles ; and thefe, whether they be 
wdl boni or not, zrc exempted from this tax, pro- 
vided they be mbU ; a 'iirordVhich has no reference 
to birth, but to certain privileges which any man, 
vho has money, may acquire. 

It was in order to avoid thjs exemption, that the 
Marechal de Vauban wiflied to fubftitute a tenth 
inflead of the prefent faille ; for a reafbn we Atall 
prelently fee. 

All the land-renis, therefore, of the nobles are 
exempted from the iaille, and are afie£ted by vingt- 
iemes and dixiemes only ; but when they cultivate 
their own lands, their privilege -of exemption from 
the taille is confined to as much as four ploughs 
can labour} and this fanning of the nobles mult' 
be carried on by menial fervants, unmarried, in' 
order to prevent fuch proprietors from drfrauding 
the tax, by really letting their lands while they 
fcreen themfelves under the pretext of holding them - 
in farm. 

This exemption, as to their land-rents, is more 
.apparent, however,' than real. It is not the /dflfA 
of the nobles, but the rent paid out of them which 
is exempted from the taille ; confequently, by im- 
pofing an exorbitant taille upon the leffee, very little 
remains for the land-rent ; and this tax' being laid 
upon a fet of people who are loaded with many 
other duties, is in the end more burdenfome to the 
proprietor^ than if he paid it himfelf. But a change 
in this policy is imprafticablei The gentlemen of 
France will probably never fubmit to a taille ; and 
although, by yielding up this point of delicacy, 

their 
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their rents might be rajfed in the end ; yet as mat- c ha p. 
ters ftand, they know they enjoy the rents they ■_ ^,'- .^ 
have, free from tax, and if once they were made 
to pay any part of them, they do not know where 
fuch payments might terminate. 

To avoid the infinite oppreilion which refults 
from the French principle of fharing every man's 
profit as foon as he makes it, the Marechal de Vau- 
ban propofed to abolifh the tailte, as it is paid at 
prefent, together with the capitation, indujirie, and 
all the train of cumulative taxes committed to the 
management of the Intendants ; and to eftablifli ia 
their room what he called a royal Tenth, meaning 
by this term, a proportion of all the fruits of the 
earth, fimilar to what is eftablilhed in favour of the 
clergy. This he propofed to lay on, according to 
the exigencies of the ftate, from one twentieth part 
to one tenth upon every article of the grofs produce 
of land, over all France. This higheft rate he ima- 
gined to be equal to one tenth of the land-rent. 
And the author of a book publi^ed under the title 
of the Reformaieur, containing a new plan of tax- 
ation, in which there are fome things worthy of 
obfervation, follows jn this particular the Marechal 
de Vauban, without ever confidering the true na- 
ture of a tax of this kind. 

Of all the taxes upon the income of land-property, 
the tithe is the worft j and it has undoubtedly been 
" eftabliftied among men, before agriculture or taxes 
were underftood. Lands in all countries are of dif- 
ferent qualities ; fome are proper for bearing rich 
crops of gcain, others are indifferent ; fome pro- 
duce pafture, others foreft ; the revenue of fome 
eonfifts 
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BOOK confifts in wine, in mines, and in a thoirfand idifi 

■ fc^t-i^/ fcrent produdions, which coft, fome more,''fome 

lefs expence to cultivate. The tithe takes without 

, diftinftion a determinate proportion of the fruits, 

in which is comprehended the tithe of all the induf< 

try and expence bellowed to bring them forward. 

As an example of this, let me fuppofe a field' of 

corn, which cannot pay the proprietor above | of 

' the grain it produces, many 1 know cannot pay 

above |, but let me fuppofe it i : another may pay 

with eafe f ; another even ^; the fields about Pa* 

doda pay i ; grafs fields pay ftill more ; and rich 

hay fields will pay in fome places f, and even ^. 

How then is it poffible there ftiould be any equa- 
lity in a tax which carries off, without diftlnftion, 
a certain propottion of the fruits, when thefe fruits 
bear no determinate proportion at all to the expence 
of raifing them ? But befides the inequality of this 
tax among proprietors, I aik how it is poflible that 
any rent ihould be determined for lands', whidi are 
fubjeft to a variable tithe, fometimes at ,3,., fome- 
times at ^ of the produce ? Let me demonftrate 
the impoflibiUty of fuch a plan, by an example. 

I fuppofe the Marechal's plan eftabKfted, and the 
tithe impofed to be deduded from the rent (Hpula- 
ted between mafter and tenant. This was his in- 
tention : he has in many places declared, that all 
tithes were to come out of the land-rent, which in- 
deed is the only fund upon which a land-tax ought 
to be eftablilhed. And he has as often declared 
that he never intended this land-tax fhould ex- 
ceed one tenth of the rent, or two fhiUings in the 
pound. 

I iup. 
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■ Ifuppofe a field, producing every year looo bufli- chap. 
eia of grain, to be l&t : it is to pay a variable tithe, '^..^.-wb/ 
fomctimes of loo buftiels, fomctimcs of 50, accord, 
ing to the exigencies of the ftate. I farther fuppofe 
one third of the produce to be equal to what the- 
fiirmer can pay the landlord for rent. And I fup- 
pofe therem to be paid in bulhels of grain. 

According to thefe fuppofitions, the rent mod 
he 333f bufliels fubjeft to the tithe. . Suppofe it to 
be laid on at -^ or 100 bufhels. Deduct this from 
333 J) remains to the proprietor 233 f. The tithe 
comes next year ta^; this makes 500/ dcdu£tion, 
remains to him 283 J. . So infead of 10 per 
cent, of his rent, he pays in the firft cafe 30 jJer 
cent, axid vahen at the loweft, he pays 15 per cent. 
which is thrice aff much as th? Matechal propofed 
to take. 

'But how are mafters and tenants to reckon with. 
OTie another? Lands are not let according' to a 
determinate proportion of increafe. Suppofe an 
eftate in lands of different kinds, how is the tithe 
to be deduced then ? Is th? matter to take the te- 
nant's word both for the quantity and the value of 
ercry article he hag paid as tithe, of every field, 
of every article in his pofTeflion, even of the 
chickens in- his yard ? If on the other hand, this 
variable tithe be thrown upon the pofTefTor, which, 
indeed, is the only poflible fuppolition, which 
Tfay are lands to be let, when we fee that the dif- 
ference of the in^fition, at different times, is nn 
lefs than 1 5 per cent, or three (hillings in the pound l 
This, however, would, be the only method for 
s and tenanu to .reckon. ' . 

But 
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But let rac fuppofe a proprietor to let a grafs 
, field adjacent to the other which bears grain, and 
both to be of an equal value as to the rent, fup- 
pofing all tithes out of the way. The grofs product 
of the grafs would be to the rent, little above the 
proportion of 4 to 3. Let u8 then call the grofs 
produce loco, as in the other cafe, I of which 
would be 75a, for the rent. One tenth of the 
whole taken from that would leave the rent at 650, 
or little above i^\ per cent. deduSion at the higheil 
tithe, and 6i per cent, at the loweft. 

What inequality, therefore, would not fuch an 
impofition occalion upon land-rents, and what in- 
extricable difficulties in the letting of grounds? 
From what has been faid, without farther inqiury, 
we may declare that no land-tax can pofliblybe 
raifed, with any equality, by a royal tithe ; and the 
Marechal has never confidered further, than how 
' the King could with certainty and eafe to himfelf, 
-appropriate a portion of the lands iii his kingdom, 
leaving the proprietors and their tenants to fettle 
accounts the bell way they could. 

On thft -whole^ nothing can make us approve 
of the Marechal's royal tithe, unlefs it be the pre- 
fent oppreiUon which proceeds Irom the method of 
levying the tallle; by which it happens that ui 
France few people wilh to acquire the full pro- 
perty of lands. 

Molt of the great eftates conlift of fee-farm rents. 
A man of three thouiand a year land eftate, covers 
fometimes with his nominal property (domimum di- 
rs£lum) a whole country of fifty'pariflies ; but the 
real property (domimum mile) of this vaft extern 



5yGOC>^lC 



af poLmGAL-mcoNOTiyi ■ - »sst 

kfubdivided intoanutuberof fmall fees, of'which cbar 
he is lord paramount only;* the property of thefe ■ j-,nij- 
belongs to -the lower clafles, who pay to the lord 
what are calbed Rentes Seignoriales, or noble rcntst 
confifting in money and grain. Thefe rents cai^ 
Bowife be affefted by any tithe impdfed, becaufe 
tbey bear no proportion to the produce:-; and' fup- 
pofmg they did, as in fome provinces, where thej 
are called agriers', (which' ie the 4- or f flieaf paid 
to the lord) the tithe, inftead of taking a tenth of 
the agrierf takes a tenth of the whole crop ; eonfs 
quently^ one tenth only of this fixth or eighth Iheaf 
falls upoti the lord ; the tithe of all the reft falls 
upon the- poor proprietor or leffee, whp thu 
more he is induftrious is opprefled the more by (hi? 
impofftiop; ; becaufe it carries off the tenth of his 
induAryand labour, as well as of the produce Of 
the farm .which he rents*. 

This is the. tax which the Marpchal de Vauban 
recommended to be raUed univerfally over all the 
land-property of France, when the tithe was at the 
bighsft. To this the late reformer adheres ; but 
propofes the twentieth inftead of the tenth ; and 
' after a nice calculation . of the grafs produce of 
France, he eftimates one twentieth part of it to be 
wortbaboat95 miUionsof Uvresj(fr0ffnuffi. Hence 

• Such great eftatcs as arc here defcribed are commonly (leld hi 
capite of the king; and Containa, within their bounds, fercral 
noble lands, erefted by the Lord Paramount into arrier-fees, 
whicti hold of hioi, as he hoMs of the King; The property 
again of the foil of thefe fmalln fees, is difliibutcd in the bMB 
■Qanncr with refpeS to the arrier-vaOala, as the property of the 
great fee } namely, among thofe of the lower clafies, who pay to 
him what is called rente/ Jk^des, aiid othCrdues. 

Vol* IV. U I con- 
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to OK Icbndode, that the twentkth part of the income, 
\ ^^ or one fluUing in the pound of all the revenue of 
folid property in France^ ^rly coUeQed, would not 
much exceed one third of this fum, or about 30 
nutliom, or t 333 333/. ftcrling. This firft part^ 
therefore, of the Marechal's dthe, in^Mled at -t^, 
would lay a tax equal to three Ihillings in the pound 
on the poor lefiees and vaflats of the nobles, while, 
contrary to his exprefe intention, the whole fee-farm, 
and noble rents of France, would efcape taxation. 
From this we may conclude, that no tax upon land- 
rents can [wDibly be raifed by way of tithe : as aUo- 
that when it is taken in kind it is the tnoft oppref- 
five, the moft unequal, and the moft difcouraging 
tb indullry, that evd- was contnved. 

The Marechal's princ^l motive for propofii^ 
this mode of ^i:ution, -was to avoid the difficulty 
of obliging the nobles to pay the taille. He found 
alfo, that there would be great cafe in coUe^ng 
this revenue for the King, without demanding mo^ 
ney of the lower ctaSes. The osnfequence, how- 
ever, would have been, either to ruin alt leflees, if 
they continued to pay the lame rent for the lands 
as formerly ; or to introduce the greatdl inequality 
imaginable among proprietOTs, if the tithe had been 
totally call upon their rents : but as to the method 
of fettling accounts between mailer and tenant, in 
conlequence of this tithe, both the. Marechal and 
.the reformer are totally filent. 

The Marechal's Dixme royfl/£,with all its defeds, 
u a book of great value,. from two ccmfiderations. 

The firft, that he had all pofiible accefs to come 

at the true ftate of the nation. The fecond, that he 

wrote 
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wrot« with great impartiality, and vith a iincere chap. 
defire to fenre the landed interell, without intend- ■— „— ^ 
ing to hurt that of the King hit mafler. From thi$ 
book, we have an opportunity of judging of his 
notions of taxation j -and from the confequences he 
himfelf points out, ve difcover the nuTerable ftate 
of the common people in France, whofe fituation 
at this day is not much changed for the better. 

The Alarechai's fcheme was to reduce the wholtt' 
revenue of France under four heads. 

The Brft, a general tithe of all the fruits of the 
earth, without diftin£Hon, which we have already 
explained. 

The fecond, a tithe upon every income what- 
foever, even upon the promts of labour, fervants 
wages, employments, polTeiHont, and trades of all 
denominations. 

The third, was a modification of the gaielle, or 
the duty upon fait. 

The fourth, which he calls the fixed revenue, 
was to be compofed of the domain, and feveral other 
Jjjanches of taxes which he allowed to fubfift, judg- 
ing them, I fuppofe, not hurtful to the Ibue. 

I Ihall now Aew wherein the Marechai's pUn of 
' taxation is contrary to principles, and leave the 
reader to make his conclufions. 

Firll, he has declared in many places, that his 
intention was to impofea tax upon the income only 
of land, which he underftands to be that part which 
remaiiu after the dedu^on of all ei^nces of oilti- 
yation &c. in other words, what every one under* 
fiands by land-rent, and which, no doubt, is the 
9nly proper objefk of taxation : but in order to tm- 
U a poTc 
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BOok- pofe upon this part his royal dixme when at the 

«i5i.^4.^ real' tenth, he takes the tenth part of the whole 
produce, inftead of the tenth part of what goes for 
the rem ; and, as far as I' have been able to difco- 
ver, he never perceives the great difference that 
there is between thefe two quantities. 

The fecond article was the tithe of every income, 
not arifing from the fruits of the earth. 

Whete an income arifes from a branch of pro- ■ 
perty which can render it determinate, I ffiall offer 
tie objeftioii to a tithe, or two fliillings in the pound 
upon it. But when he comes to tax lawyers, at- 
torneys, phyficians, &c. according to the value of 
their emoluments, I own I cannot find a poflibility 
of preventing abufe in the colle£tion, or inequality 
in the impofition of the tax.- 

The Marechal's principal point in view was agree- 
able to the ftanding maxim in France, to make 
every one contribute according to his income. Very 
right, as far as it is poffible, without implying much 
greater inconveniences than what can be compen- 
fated by thre imaginary equality. I call it imaginary, 
becaufe" in the execution it will be found, that no 
body will really pay what they ought, except thofe 
whofe income cannot be concealed. Whenever 
any part can be hid, there mufl:, in my opinion, 
refult a great inequality, and great oppreffion, in 
endeavouring to afcertain it. 

A (hort obfervation will fuffice to give a view of 
his notions with regard to merchants and trade in- 
general. His intention was to be very indulgent 
to this ckfs of inhabitants ; and he feels all the 
advantages of trade. He propofes* however, to 
- . profcribe 
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yfpfcribe all notes of hand payaWe fa bparer,. ^it 
is a method of concealing wealth and fxa£Ung' iij- 
tereft for money ; which he fuppofes to.be contrary 
to fcripture. Trade i^ould be ill carried on with 
the Marechal's reftriftious. 

When .he comes to the lower clailfes, , which Jie 
fuppofes to comprehend one half of the peoplf , ^ 
Jvit, all tradefmen, manufafturers, and day-labourers, 
their wiv«s and children ^ be takes the example of 
a weaver, as a middle term, to judge of the gains 
of the tradefmen and manufiifturers. He fuppofes 
this weaver to have a wife and famjly, to work 1 80 
^ays only (becaufe of the many holidays, as well as 

' accidental avocations) at lo^d. fterling a day. This 
makes his year's labour worth 7/, 1 ys. ^d. fterling. 
Of this betakes I'as. io|i^. for the greateft tithe. 
Befides this, he exafls of him for his falt-tax, for 

, four perfons in his lamily, 12s. gd. So that this 
man, whofe whole labour is worth yl.iys. ^d. fter- 
Jing, is to pay il. y. yid. of cumulative taxes, out! 
of it, which is above ^ of the whole fund of his 
poor fubfiftence: after whic^i he adds, ."This, in 
** my opinion, is a tax high enough for a weaver, 
" who has his two hands only to gain ^is brea4 
*' with, and who has houfe-rent, meat, a^d clothes 
*• to provide for a family, who frequently can gain 
** very Uttle for theinfelves." To this I muft agree- 
I fliall give one fpecimen more of what the Mar^ 
chal considered as an eafe procured to day-labourers, 
in their (hen fituation ; which relief, however, they 
^ave Dot hitherto obtained. 
■ Tbefe fae alfo fuppofes to work 180 days in thp 
,ye;ir, at not.quife &frf. .fterling. He values. his 
U 3 year's 
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Tear's labour at 6/. lot. 6d. fterling, and here is the 
employment of this Aim according to the plan. 
He is to pay for tithe of his in- 

duJMe - - - - £. o S ^ 
For his falt-tax - - - 0129 

For five Englifii quarters of rye • 471 

'For clothes to the femily, utenfik, 
' and repairs • - - i i ii| 
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I have been the more particular upon this part 
of the plan, becaufe it gives us a notion of what 
the Marechal thought a moderate eafy tax laid upon 
8 000 000 of inhabitants^ 10 wit, 2 000 000 men 
and 6 000 000 women and children, according to 
his calculadon. 

I come next to the tax he propofed to lay up<ni 
fait, of which mendon has been made. 

This tax is of the n^ure of an exdfe, and is 
called the gabeUst which we have explained already 
in a note; and the objedions to'it, as the Mare- 
chal has propofed it, are no lefs than three very 
material ones. 

Firft, the proportion of the duty is for too great, 
' confidering the value of the commodity. The fe- 
cond is, diat being impofed upon an article of Tub* 
fiftence, it operates immediately on the price of the 
' fait, and confequendally only on the price of labour. 
This is no great obje^on, were the propordon 
moderate; becaufe infenfibly the price of labour 
would rife, were the tax generally and exadly levied 
in proportion to the confumption : but this was not 

tbtt 
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the cafe } and this drcumftance opens thelaftob- ^^^' 
je£tion, and the greateft of all, to wit, that the tax, «.«-v>*w 
proportional in its nature, is rendered cumulative, 
by being raifed at the end of the year, in order to 
oblige every one to confume the fait required. 

Now by this mode of levying the tax it lo&t 
every advantage of a proportional tax, and beconieg 
an addition to the tithe laid upon the indulby of 
the confumer. Were every man in England to be 
rated at the end of the year, in proportiMi tatfac 
excife of as mudi beer as be may reafonably be 
fuppofed to oH^ume, would this be an excife F 
ceroinly not. It would be a poll-tax to all intentt 
and purpofes, which no man could draw back. 

I have little or nothing to obje£t to the fourth 
article of the Marechal's plan. He propofed no ef- 
fential change, either as to the impofition, or me* 
thod of levying the taxes which compofed i^ The 
principal heads of them are, 

TirA, the royal domun, or the king's lande4 
eftate, together with all calualties attached to roy- 
alty, or feudal fuperioriiy. ; ftamp-duties, and the 
contro/eaf public a^ by notaries. 

Secondly, The cuftoms upon importation and 
exportation. 

Thirdly, Certun taxes of the purely proportional 
kind; among which was one upon tobacco, and 
one upcMi liquors drunk in public houfes in the 
country. Here entire liberty is left to the confu- 
mers ; and the taxes are prii^pally calculated to 
afied, or as he calls it, to puAilh luxury, intem- 
perance, and vanity. With this view he wittily 
pn^)ofes aa impofition upon large and ndiculous 
U 4 wigs. 
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AOOR vigs, at that time much in fafhion, and .uponfev 
>M^..w ytral other articles of extravagance. 

• ,. This is a fliort Qcetch of die Marechal's fyftew 
t£ royahtithe, confidered as to the principles only, 
upon which. the feveral taxes were intended to be 
impofed. The ^ treatife cont^s feveral admirable 
things ; efpecially with regard to recapitulations of 
inhabitants, -'lands, houfes, animal;, &c. highly de- 
- fendng thf attention of the ftatefman, who intends 
to esccute any t^an for natiorial.iinprovetnent. 
. I il^l now fet before the reader the iK^echal's 
p^culatitai, as to the amount of 'the four ardclesi 
ivbfiP at tlu toweft, and at the higheft t^ation- 

yrhen the tithe is underftood to mean the aoth 
part of the .fruits, &c. 

J. The tithe of the lands - - 60 000 000 
II. The tithe of all revenue and in- 

duftry . - - '5 4?2 50Q 
JH. The falt-tax at dghteen livre? 

the minoi * - • -- 23 400 003 

JV. The fixed revenue - - 18 000 000 



-Total of the four articles, when ^17 

. the loweft taxation - ^ J 116834509 



. ■ ■ ' "When 

■ -*The«ilna^is)Lineafureof«apacitye(jaaUothree Paris bnOi- 
^ or tbc Gsurth part of a feptier ; which fcptier u about one 
half ofan JSogliJli quarter. This makes the mim to be about 
an EngUfti bufheL The Marechal propofed that this quantity) 
whm at the loweft price, IbouM be fold for 18 livres, or \L 61^ 
•lid, ftabig } and «))<fa at Uie higbcft, at 30 li?pe»> »t $i. 6i4L 
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When the tithe is undetftood to 
mean the tenth part of the irvuts, 
the two firft articles are juft double 
of what they are dated »t above| 

viz. - - - 150 845 OOQ 

The lalt-tax at thirty livres the 

minot - - - 39 000 OGO 

The fixed revenue never changes, and 

ftands always at - - r ^ ^ °'^° '^°'^ 



Total of the four articles, when at 

the higheft KtxatiQi); - - 207 845 000 



In itnpofing this tax upon the fi-uits, he allowed 
no exemptions, not even in favour of the princes of 
the blood : for this he gave an excellent reafon. 
Tithes, faid he, were the ancient patrimony of 
kings. The Roman emperors and kings of France 
enjoyed them. From thefe duties no noble wis 
{exempted. This appears from the ecclefiaftical 
tithe, which he alleged to be nothing but the 
royal patrimony, alienated in favour of the church j 
confequently, there is nothing derogatory to nobi- 



from which we may judge of the ncorbitancy of the gabdBe, 
«Ten after all the diminution he thought proper to make uppn H. 
The French mooey mentioned in [he Marechal'« Dixieme royaU, 
js here converted into Siid, fterlicig for the French, cmwn of 
three livres : becaule the fiWer coin in Fr^ince, at the time he 
wrote, was 30 livres 10 foU the marc (Outof, chap. I. art. 6)^ 
and at prefent it is at 49 livres 16 [qU. 
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BOOK lity in paying the tithe, although nothing be more 
^_^.^^j- fo^han paying the taille. So great is the diffeFenoe 
between terms, when the ideas of a nation are con- 
nefted with them ! * 



CHAP. XU. 

Mifcellamotu ^ejiiom relating to Taxes. 






fubje^ of credit, debts, and taxes, have 
been fo extenfively treated of. in the two laft 
books, that I hope no quellion I now can propofe 
will ferve for any purpofe, but to fuggeft the folu- 
don of it, as ^ as it comes under the principles 
we have been deducing. 

Quest, i. "What is the moft proper method for 
ifflpofmg a land-tax ? 

I anfwer, that according to etjuity and juftlce, 
allimpofittons whatfoever ought to &11 equally and 
proportionally on every one, according to his fu- 
perfiiuty \ but in land-taxes this equality is not fo 
ellential as in moft others. The great hurt ariling 
from inequality ^ taxation proceeds ^m the in- 
equality occafioned thereby between the individuals 
of the iame dafs of the induftrious. When the 
fame tax afiefts people of the fame clafs differently^ 
tbofe who bear the heavieft load gain lefs, though- 
thdr indullry be equal. But in land-taxes Uie cafe 
is different : the taxes there diminilhes only an in- 
come already made, and in &£t dimini&es the value 
of the property ; fo that were land taxes made per^ 
petual dedu£Uon8, die whole bis of the tax would 

fell 
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hSi at once upon the aftual poffeflbrs at the time ^ ^ * *"• 
h is impofed. Every fubfequent purchaTeri by de- w-v— ^,' 
duding the land-tax out of the rent, would calcu- 
late the value of the remainder only ; and the con> 
fequence of the tax would be, virtually, to transfer 
a part of the land-property to the ftate. 

The confequence of fuch a change upon proper* 
ty produces a variety of new combinations. The 
ftate may then fell this portion of its property ; it 
may with the price recdved pay off part of its 
debts ; it may acquire certun difld^s of the coun* 
07, where, being both fovereign and 'proprietor, 
it may aboliih taxes, which would then in a great 
meafure affed itfelf only, and eftabliOi manu&^ures 
for foreign exportation. 

Although an abfolute equality in this tax, be 
not To very requifite, fUll the inequality ought to 
be afcertained, and every income intended to be 
affeded by the tax Ihould be fpecified in one way 
or other. For this purpofe, the bell meiiiod feems 
to be, to make the regulation of any one year a 
rule for the fubfequent years, until it be judged 
proper to make a new general valuation of every 
pait. This is a confequence of \i^at has been laid : 
- a fluQuating annual valuation, which is the cafe in 
France, is a great difcouragement to the improve- 
m^it of lands, and produces numberlefs inconvem- 
ences, which upon the whole, are too great to be 
compenfated by the equality implied by fuch a re- 
gulation. 

I agree that the fame land may be worth more 

one year than another: but -it is impofCble by a 

flu£tuating valoation to afcertaiathis difference over 

a whole 
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a whole country fo as to do juftice to every ofie''; 
and althougha by fixing it at one rate upon every 
ppffcffion, inequalities inuft take place, yet fixing 
it from rifing in proportion to improvement, will 
jirove an encouragement to induftry, which will 
greatly overbalance fuch an inequality. Every one 
ihen will be in the way of acquiring an addition to 
his income, free of land-tax; and if this be thought 
too great an encouragement to improvement, let 
the regulation be fixed for a determinate time only ; 
fuppofe for a century. This is no more than giv, 
ing every one a leafe as it were of his land-tax for 
a hundred yeais : and experience ihews, that with- 
put granlmg long leafes it is impoffible that lands 
fliould ever be improved. 

■ Were innovations pra£Ucable, according as right 
reafon and plaiil principles direft, it is very certain 
that a land-tax might be impofed in a better way 
than I have here fuggefled. But to what purpofe 
would it be to lay down fchemes beyon^ the power 
pf execution, when the principles already deduced 
.fo plainly point them out f 

QuasT. 2. Which is the beft method of levy- 
ing taxes ; by farm, or by the management of com- 
milSopers appointed by the fiate ? 

The bed way to anfwer.thts queflion, is to fliew 
the inconveniences and advantages of _both. The 
^gutnents againfl: fanning ar^ 

.Hrft, The great fortpnes .made by the hnaen 
occafion jealoufy, and expofe to the eyes of the 
people a -let of men who are become rich at their 
.expaice.; hence ^nvy arifes, .and hatred againil 
govemrcettt. 

D.q,t,:scbyGOC>^IC 
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Secondly, In years of fcarcity, war, or public 
calamity, deduQIons of the rent, or annual fums 
paid by the farmers, are demanded, and can hardly 
be retiifed, and the farmers always overvalue theif 
lofs; here thertfore is an uilequal bargain: the 
farmer muji gain^ the ftate may lofe. 

Thirdly, The people pay lefs willingly to the- 
farmers than to the King; magiftrates in general" 
iiipport the raifing of duties with more unvril- 
Ibignefs, and feverilies upon delinquents are lefs 
cafily bom. ' 

Thefe inconveniences are avoided in the manage-^ 
ment. There men of the beft abiliries may be en-'- 
trufted with that employment; experience fiiews 
that many branches of taxation have been carried 
to great perfeftion under management, and men 
of probity arid capacity will a£t with as great zeal 
for the public as for themfelves. 

The principal arguments for farming are ; the' 
advantage of having a fixed and certain revenue to 
depend on at regular terms ; that the farmers a£t 
with more zeal for themfelves, aiid with greater 
iiiipartiality in employing under-ofiicers, as well as 
with more frugality, and therefore can afford to 
give a higher rent, with confiderable profit to them- 
Ifelves, thaii can be made effeQual under the beft 
management : befides, every one judges himfelf 
capable to adminifter the King's affairs ; becaufe 
he finds profit in it ; but people think twice before 
they undertake to be formers of a revenue they do 
riot well underftand. 

In the adminiftration of taxes, it is not fufEcienC 

to inquire into the general confequences of the two 

modes' 
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BOOK, modes of adminiflradon, namely, the management 
— yl^^ or the fanning , but it ought alfo to be the object 
of a ftatefman's attention and care, to profit of every 
advantage feverally attending each of them. Thofe 
of the cumulative kind efpecially, affe^Hng the 
lower clafles, vould be very improper objeQs of a 
farm i becaufe it would be in a manner delivering 
over the greater part of a people to the rapacity of 
tax-gatherers. 

On the other hand, the farming of proportional 
taxes is not liable to fo many inconvjeniences. The 
farmers there are principally employed in watching 
over thofe who advance the taxes, and who are 
themfelves, as bas been laid, in reality the tax-ga.^ 
therers over the people. 

When therefore drcumftances permit, without 
inconvenience, that the fabricadon of excifable 
goods be incorporated with the farm of the duties 
laid upon them ; this of all others is the beft method 
of levying taxes. Examples of this are familiar al- 
moil every where. The farmers of the fait and of the 
tobacco in France are in this fituation. In retail- 
ing thefe commodities, they colled the price they 
pay for the farm of the duties impofed on them. 
It is not the fame of the aids in Frahce. There 
the farmer fuperintends the immediate tax-gatherer, 
to wit, the retailer of fpiriiuous liquors, or of other" 
&ings fubjeft to the tax. Circumfcribing the num- 
ber of places where excifeable commodities' are 
fabricated, and ftutting them up within indofur^, 
would greatly facilitate the levying of all excifes, 
whether by farm or by management. 

in order therefore to dedde whether the pre- 
ference ought to be given to the management of ts 
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the ^rm, circumftances are to be'vdghed. When 
a tax is new, or has been ill managed, or has fallen, < 
without any vifible caufe, below what it formerly 
produced, or ought to have done ; or when tiM 
amount is unknown, by being of an eztenfire 
collection: in fuch cafes, lhort-£irnu, and even 
leveral fubdivifions of them in a country, may be 
of ufe. But when a tax is welt underftood, and z 
good plan of levying it laid down, it may be well 
raifed, and perhaps better improved, tmder a ma- 
nagement ; as alfo, when it is of a nature to be 
eality underftood, and when the very exerdfe of 
levying it points out all the frauds which poinbly 
can be committed. 

Davenant, who well underftood this quelUon, in 
, his 4th Difcourfe upon revenues, recommends farn^ 
which are not abfoluie, but limited^ as the bell. By 
limited, he understands, that the farm Ihould firft 
be given for a fixed fum ; that the fanners fbould 
carry on an open adminiftration, liable to the go- 
vernment's infpe£tion in every particular ; that in 
cafe the profits of the &rm fhodd exceed the rent 
flipulated, a certain fum Ihould be afcertained for 
the charge of management, and the furplus ffaould 
belong tQ the King, idlowing a certain poundage to 
the farmers to aninute their diligence *. 

He very juflly obferves, that a tax, when farme4« 
in order to be improved, will naturally draw, at 
firft, a lefs rent than the fum liquidated as a free 
profit by the former management > becaufe the far- 

• * Tbit plan of Davenant'a wat carried loto executioi) In Fnuice 
V7 Monficur Silbouttt, in 1759. 

6 mm 
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c mers will be willing to fecure to themfelves a good 
_/ profit J arid next, becaufe they will be obliged to 
make a confiderable advance, as z fecurity for ful- 
filling theif engagement, which muft a!fo be con- 
fidered as A deduftion out of the produce of the 
tax. 

All the advantage therefore in farmmg muft be 
looked for after the expiration of the leafe j foi* 
which reafon, the ffiorter the term be, fo much thfe 
better : three years, it feems, was the common term 
in England, in DSvenant's time. 

All new Impofed taxes ought t6 be raifed whh 
die greateft lenity, not to revolt the minds of the 
people : the firft year's deficiency is well beftowed^ 
it government can but (fifcover the different ways 
iifhich may be ftillen upon to defraud the tax, and 
<iaO forhi a good judgment how &r the amount of 
it ftiay go in time to come, when the management 
may be brought to perfedKon. As long therefore 
as a management continues fo improve a tax newly 
laid on, i Ihould not think of forming it : but when, 
dther from the extent ofthe impofition, or the na- 
ture of it, frauds begin to multiply, and manage' 
mcnt begins to become more and more difEcuft, 
then is the time immediately to put it into farm, 
either for dflferent diftrifls of a country, or in fub- . 
fiirms. If (liis be delayed, frauds will daily in- 
creale j arid the difficulty of preventing them will 
carry government to the expedient of impofing pe- 
" nalties, fevere in proportion to the frequency of the 
Crime. Conmiiflioners will conftantly put thefe in 
execution wit^h reludance; the management will 
become flack j or if penalties be rigoroufly exafled^ 

they 
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■^fy wUi become ^ handle for oppr^on ^ and ewtt c h a«^; 
though, joftice be done, and none but delmquents sv«v;^a«t 
be paoi&ed, yet ftUl the peq)le will be ill affeded 
by the panifhment of an afHon which in itfelf they 
are too apt not to coafider as a crime : whereas by 
iarming, frauds will be prevEsited by vigilance morQ 
than by fe^ of puniftment ; uid this isby far tha 
b«£txr expedient. Thus loftead of ieuds daily in- 
ueafin^a they will daily ddminifh, and the tax will 
yearly improve* 

Here DavenaAt well obferves, that nothing but 
divine wijdom tan atfirji create prfe£l %rder / b^ 
in all hufmif a^hiri it miffi be the work oftine^ and 
4be refidt ofntuch labour and appHcaiioTh 

One good reafon for managing a tax before it bf - 
£inned, is in order to leRra the luttire of it, and of 
the fraxjdB it is liable to. When thefe are not rightly 
known, the &rmer can more eafily furpriae the go^ 
vemment, and obtain fi-om it new regulations, un* 
der the pretext of preventing frauds ^ which reguh* 
tions he may abufe, and turn to other purpofet 
than thde intendeds 

Daveiunt has a very good I'emark* p- i$^> That 
a jiew tax, impofed upon confumption, and ill k» 
vied, equaliy raifes the price upon the confomers, 
and the whole proBt centers in the hands of thofc 
who retaii. That when an old excife becomes ill 
levied, the profit is divided between the inferior 
ofGcers (wlto collect it) and the retailei^. The rea^ ' > 

Ion is, that a luimch which is well underftood, is 
not fo liable tojrauds ^aa to ialluJiBn. This fhewt 
that exdfes Aotild neveF be impeded without ezert> 
ing every endeavour to have iliein rightly coUe^ed. 

Vqj,. IV- X The 
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BOOK The ftate fliould alfo keep a watchful eye upon the 
w,.^ augmentatitms made in the price of exdfeable com- 
modities, in order to keep the augmentation juflly 
proportioned to the duty. If thu be negleded, 
the overcharge hurts coofumjicion, diminUhes the 
produce of the tax, and enriches the retailers only. 
Here competition is necellary to be introduced : the 
public may even ere& a manufaduie which may 
regulate prices, and as foon as they are properly afcer- 
talned, the felling price may be fixed by an alTize. 
An ill levied excife is attended with th^ additional 
inconveniencej that it eftablilhcs an inequality among 
the^ induftrious of the lame clals who manu&Oure 
the goods exdfed ; confequently, an unequal com' 
pedtion. This happens when particular officers 
are diligent and exafl: in doing their duty, n^le 
others are remifs. The prdfits of retailers are higb 
in proportion to the negligence of the officers of the 
revenue; and thdr ext^ordinary profits enable 
them to underfell and to nun thofe who are exadly 
looked after : the confequence of this is, to diniinUh 
the number of retailers ; to introduce hurtful mono* 
poUes ; and in general, to hurt the <vhble branch 
of the manufaAure. All remiflhefe, therefore, in 
c»lle£Ung an exdfe, draws along with it a prejudice 
Co the Prince and to his people : and the relative 
profit, which balances this lofs, falls into the pock- 
cts of the fraudulent manufa^urer, and the corrupt 
and negUgent coUe&or. This is not all ^ the de- 
ficiency mull be tnade up in another way j for taxes 
mull produce the fums wanted. Thus the remillhels 
in collection occafions a Dew adt^ioiul burdea to 
t>e had on the people. 
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<^EST. 3. What is meant \iy imome, relatively ghap; 
to individuals,, or to a ftate, and what is the nature C—v-^ 
of the expence which mud diminiih it, when it is 
coofidered as the objeft o^ taxation ? 

The great intricacy of this queftion proceeds 
ham. hence, that what is really an expence to one * 
is the income of another : lb that without applying 
our reafbniog to every particular iad, no general 
explanation can be roidered intelligible. My reafon 
lor propofing it in-this place, is, that in commenting 
upon fome pallages of Davei^ant, in his difcourfes 
upon th~e revenues of England, 1 may have an op>'' 
portunity of illuftratmg fome things which have been 
already examined. 

Davenant w3s an admirable writer \ lie had a 
remarkable genius for poltticai theory, and his fenp 
timents upon manythings are very generally adopted. 
My intention here is not to lefiite his opinions, but 
to avail myfclf of his combinations, in order to ex- 
' plain my own ideas. 

In his firft difcourfe Upon revenues, we find the 
following paflage. 

" The number of the peotjie leads us to know 
'* what the yearly income may be from land, and 
** what from nunte, houTes, aiid homefteads, rivers, 
"' lakes, meers, ponds, and what froiti trade, la- 
" hour, induftry, arts and fciences : for where a na- 
" tion contains fo many acres of arable land, fo 
** many of pafture and meadow, fuch a quantity of 
" wood and coppices, forefts, parks and commons, 
*' heaths, moors, motidtain^, roads, ways, and 
** barren and walle land ; and where the difereiit 
** value of this is computed, by proper iaediiinu. 
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« K <c It is rational to conclude, that fuch a part of the 
«— /-^wp " people's expence is maintained from land, &c. 
" tod fuch a part from mines, houfes, &c. and that 
" fuch a part is maintdned from trade, labour. Ice. 
'* and the poor exceeding fo much the rich in 
•* numbei^, the common people are the proper me- 
" (Kum by which we may judge of this expence. 

" There it a certain fum requifite to every one 
** for food, raiment, and other neceflaries j as for 
• *.' example, between 7 and 8/. per annum ; but feme 
' ** expending lefs, and fome more, it may not be 
** improper to compute, that the mafs of mankind, 
** in England, expend, one with another, near 8/- 
*' per annum : from whence it may be concluded, 
^' that an annual income of/o viany millions is needful 
** for the noUrifhment of fuch and fuch a number 
** of people." 

The reafoning here takes a 'wrong turn. It is of 
Ao conTequence to compute the value of things con- 
fumed widiout alienation. It is of no ufe to know 
"that the value of the phyfical-neceflary of an Eng*' 
lifliraan is 8/. a year ; becaufe if this fum be fuppo- 
fed to be an 'exad quantity of income, not one far* 
thing of tax can come out of it. So that impo- 
fing, for example, 5 per cent, upon this article would 
be raifing only the phyfical-neceflary to 8/. 8j. which 
8j. mult be paid, not by the phyficaUneceflarian, 
but by fomebody having fuperfluity who employs 
him : and if there were not fuperfiuity enough in 
England to anfwer to S/. a head, fuch a tax could 
_not be levied. 

He afrerwards fuppol^ that the income of this 

.cU& may amount to ab<ouC twenty miilions a year, 

which 
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which at 8/. each} anrwers to two nullions and ^ c^ap. ' 
half of people. He Hates the incopie of Iannis at ■..-.-^ 
fourteen millions, and the income of trade at leij 
millionS} in all at forty^-four milUoDE a year : an4 
hence he concludes, that taxes ought |o be impqfet^ 
in feme proportion to this total. 

Now if he fuppofe the firft article of twenty pil- 
lions, arifing from the income of thofewho are era- 
ployed in arts and manufa£l:ures, according to the 
former calculation of 8/. a head, to be as rea^y ^ 
fund for taxation as the land-rents, we muft exa- 
mine, by the principles we lave deduced, whether 
there be any ground for fuch a fuppofition. 

Let me fuppofe one of this great clafs to work 9' 
whole day for his viSuals only. ' Here is an aliena- 
tion of work for food. It is impoifible, however, 
to raiTe a tax in money upon this alienation ^ be- 
caufe it may eafily be fuppofed that neither party 
has a ferthing. The only method therefore, .fof 
impoflng a tax in fuch a cafe, would be, either to 
oblige the workman to fet apart a portion of hif 
day's work for one who would pay the public fo^ 
the value of it ; or to oblige the perfon who give? 
him his food, to pay the public for the privilege; 
of employing him in his fervice. The one and th? 
other are examples of proportional taxes. But thi$ 
method of taxation is abfolutely unknown. In 
this example there is an alienation, which, I h^v^ 
faid, conftantly implies a fuperfluity of one kind or 
other. The labour of the perfon working is, here, 
fuperfluous to himfelf ; therefore a part of it m?y b? 
applied towards the public. But the bread he receive? 
is yi no Nxt fuperSuous, and therefore cannot be 
X 3 laid 
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laid under taxation as to binu But then the bread 
, given for the labour is fuperfiuous to the perfon- 
who gives it } and as this implies that he has a 
fuperfluity of bread, the ftate may demand a fhar? 
of this fuperfluity. 

By this expofition of the matter it appears, that 
u» order to raife a tax, in whatever way it be 
done, fome kind of fuperfluity muit be fuppofed. 
It alfp points out how it fliould be laid on : for 
if by toiftaking the proper obje^ a part of the 
bread fliould be taken from the workman, inftead 
of being taken from the 'man who em^hyt him, the tax 
would affeCt the phyfical-necdTary of the labourer, 
ioflead of affedipg the fuperfluity of the employer. 
Let us next fiippofe a workman able to do no 
more than what is requlfite to dig the ground for 
roots to eat, inftead of digging It to procure bread 
from a man who has bread to fpare ; ftill there will 
be no alienation ; confequently, no poilibility of efta- 
blifliing a tax : for if you either take a part of his la> 
bour, or of his food, you deprive him equally of his 
phyfical-neceflary. Yet the work of this man, and 
his food, may be valued at fo much money ; and thus 
may enter, in one fenfe, into Davenant's general ar- 
ticle of income or expence ; but it does not follow 
than any tax can be raifed upon fuch an income. 

To dlimate, therefore, the total value of what 
Is the objed of taxation, we muft go another way 
to work. The firil article mull be the annual in^ 
ceme of ^\ fundi. By funds, here, I underfland 
the cajntal wealth already made, in oppofition to 
the produce of induftry, which may be confidered 
9& the materials of which fuch funds are compoied. 

Th? 
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The fund riierefore is the accumulation of favings, '^^*^* 
which, not having been fpdat by the induflrious, <«m-v-w 
form a capital of a nature to produce an income, 
ather from land, or from any other valu^Ie thing. 
Thus land-rents, annuities, intereft of money, 
emoluments of offices, falaries, even wages of fer- 
vants; in fliort, every fixed income, I range in this 
firft .article, which I call annual income^ produced 
from a capital already formed, either real or fuppofed. 
' This may be laid under taxation by apound-rate, 
or otherwife, and ^forms that kind of tax which I 
call cumulative and arbitrary ; becaufe a man who 
has any fort of vifible revenue, copies under this 
general rate, let him have ever fo many neceifary 
deduAions out of it, ever fo many debts and in- 
cumbrances. From fuch circumfbuices, cumulative 
taxes frequently turn out extremely burdenfome. 

The fecond obje£t of .taxation is upon alienations 
made for money. Whenever we come to difpofe 
of money in the purchafe of any thing, the ftate 
has an opportunity of exa£ting a part of it as a tax ; 
but while it renmns hid, it can neither be come at, 
or laid under contribution, without extortion or 
violence. 

All branches of expence may be laid under taxa* 
tion by excifes, which I call preportienal taxes ; be- ' 

caufe a man is never fubjeded to them, but in pro- 
pordon to his expence j and his expence ought na- 
turally to proceed from his income. 

As for trade, I do not clearly fee how the pro- 

fits of it can be regularly taxed. In France, indeed, 

they are dfated under the fiHt head, and are confi- 

dered ss an income. Such an impoiition b not well 

X 4 judged i 
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B o *^ judged ; becaufe tBere the materials for making the 
^fc—v- ^ fiitid are taxed as if they were the income of a fund 
already made. The farings only out of the profits' 
upon irade, placed fo as to produce a permanent 
revenue are, what can properly be confidered as a 
fund : the income therefore of thefe favings, and not 
the favings themfelves, fljould come under thi» 
branch of taxation. 

. Cultoms are improperly called taxes upon trade*' 
When ill impofed they may ftop tradci or render 
it lefs profitable by diminifhing the demand for the 
goods fo taxed ; but . they can take nothing from 
the profits already made. 

In a trading nation, the great branches of com- 
merce produce a certain determinate profit, fubjed, 
I allow, to augmentations and diminutions, from 
accidents and circumftances impoOible to be fore* 
feen : and the cuftoms impofed upon exportation 
and importation differ fi-om excifes more in the me- 
thod of levying- them than in any thing elfe. 

Davenant, in my opinion, would have given 4 
better idea of the fum which taxes might have pro- 
duced in England, had he ejcamtoed the amount 
of all the branches of revenue, and of all the 
fpecies of lale,' than in the manner he has done, 
Thefe two points known, it would be expedient 
next to inquire, in what manner the feveral articles 
could be made fubjeS: either to cumulative, or 
proportional taxes. 

i muft now take notice of another paflage of 
Davenant^ where he explains himfelf upwii the 
quelUon before us : it is in bis fifth dilcourfe upon 
revenues^ where he fays, 
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** By annual income, we mean \he whole that 
V arifes in any country from land and its produd, 
** -from foreign trade, and domeftic bufmefs, as arts, 
** manu&^tures, &c. and by annual expence we 
" underftand what is ofnecejfity confumed to dothe 
*• and feed the people, or what is necefary for thdr 
*' defence in time of war, or for their ornament in 
** tin^ of peace: and where the annual income exr 
*' ceeds the expence there is fuperlucration arifing, 
*' which may be called wealth or national ftock. 

" The revenue of a government is part- of tlu* 
** annual income, as hkewife a part of its expence^ 
'* and where it bears . too lar^ a proportion with 
*' the whole, as in France, the common people muft 
** be miferable and burdened with heavy taxes. 
I mufli comment a little upon this palTage. 
I have no objeftion to this expofition of th« 
matter;, the ideas are intelligible and clear: but I 
objed againft the application of his doSrine to. 
taxes; becaufe it would lead to error. Here are 
my reafons ; 

Firft, Income is called the whole of the earth's 
productions : this I may admit to be juft, except 
when we confider income .as an objeS of taxation. 
But if we retain the fame definition to exprefs 
the income of one,- for example, who labours the 
foil for his own fubfiftence, as well as of another - 
who labours it as a trade, the difference in paying 
thdr taxes out of it will be very great. He who 
draws nothing from the ground but his phyfical-ne- 
ce&ry, can be laid under no taxation ; becaufe he 
■has no fuperfluity. And if he be obliged either to 
give a part of his crop in tax, or to fell any part of 
8 ij 
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it for money to be paid to the public, this diminifhes- 
his phyfical-neceOary, and forces him to ftarve: 
vhereas the others who exercifea agriculture as a 
trade, may be obliged to pay a part of his furplus 
by way of tax or rent ; and ftill his phyfical-nebefliuy 
may remain untouched. 

his for this reafon, that in treating of thefe mat- 
ten, I am always at the greatefl: pains to point out, 
that nothing can be the obje£i: of fakation, except 
what is over and above the phyfical-neceffary of 
every one. 

In all countries where a land-tax, Jieuer, taiUtf 
' or by whatever name it goes, is eftablifhed, care 
mull be taken to prevent the hulbandmen from 
confining thdr labour to fuch a fmall fpot of - 
ground as is barely fufficient to produce thdr own 
phyficaUnece^ry, imlefs when they have a trade 
t9 ainft them in paying what the public demandt 
, of them. 

From this circumftance, wd this only, it hap* 
pens, that the land-tax in England is fo little bur- 
denfome, comparatively to what it is in many na- 
tions of Europe. Lands in England are let in large 
portions : nobody will let a hrm fo fmall as to be 
proportioned to the fupplying of the mere phyflcat 
wants of the &nner. But in other countries, where 
the (economy is different ; where inheritances in 
'land are conflandy divided, as moveables, among 
all the children ; the lots become fo fmall, that the 
proprietor can draw no more from them than his 
own fubfttlence ; ^nd then when a land-tax is im- 
pofed, this poor Uttte portion being valued in pro» 
portion to what it can produce, a« well ^ the 
£reateft 
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greateft efiat^ in land, the hufbandman is (larved, crap. 
although the tax demanded of htm be laid on in »,— ^^w 
Ae exaft proportion to the produce of his land, 
while he that has a furplus is quite eafy. 

I would therefore recommend, in countries where 
this minute fubdivifion of lands has taken place, 
that for the future no lot under a certain extent or 
value fiiould be fuffered to be divided among the 
children, but ordered to be fold, and the price di- 
vided among them ; and' that the fame regulation 
flioutd be obferved upon the death of fuch proprie- 
tors whofe lands are not fufficient to produce three 
times the phyfical-neceflary of the labourers. This 
would engage a people to exercife agriculture as a 
trade, and to give over that trifling hulbandry which 
produces no furplus, and which involves fo many ' 
poor people in the oppreflion of land-taxes. This 
regulation never can be recommended in a plan tA 
be executed all at once': it mull be done by de* 
grees, and in proportion to the progrefs of induftry. 
The principle is fo evident, that I never foimd any 
one who did not immediately agree to the juftnefs 
of my obfervatton ; although in impofing land-taxes 
I have nowhere found it properly attended to *, 

Here then is the ufe of theory ; it directs us in 
pra£tice to avoid difficulties, which might other- 
wife be judged unfurmountable. 

Secondly, I farther obferve, that it is a more 
hurtful error ilill to miftake the produce of induftry 

* Some {mall attention iqdecd is paid to the poorer fort of 
landholders in England : for, by the annual aft for a land-ta-r, 
no poor perfon Ihall be liable to the 'pound-rate, wj^fe lands, 
^c. are not worth jos. ftr attmim *aluc. 

for 
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BOO K for the taxable income arifing from it, than to mif. 

s.*-yl»v tafce the grofs produce of land for the rent : be-. 
caufe the profits upon induftry bear frequently 3, 
finailer proportion to its produce, than the rent« 
of lands do to their full fruits. 
' The bed method of raifing money upon the 
lower claffes of the induftrious, is rightly to lay 
thdr confumption under proportional taxes, which 
they may eafily draw back j becaufe they will raife 
the price of their work proportionally. 

From this we may. conclude, contrary to tfeo 
common opinion, that the teH: of well impofed 
taxes is to raife prices in proportion. When they 
are rightly impofed, ev^ry one who fells a commo- 
dity which has paid a tax, will draw it back, whe-< 
ther he be induftrious or not. If he confume itj 
he cannot draw it back, but by raifing the price of 
his work i which again he cannot do, unlels the 
tax be made fo general as to affeft all his competi-i 
tors ;- and unlefs the confumption he has made be 
unavoidable to every one of them. . 

When we refled upon the large quantities of ex. 
cifeable goods which are confumed as fuperfluities^ 
we muft conclude that the rife of pirices, daily conu 
plained of, proceeds more from our manners than 
from the taxes ,we pay. 

Thirdly, the expence of a people is not merely . 
vhat is fufEcient to fubfift them ; but what they 
confume, either in fruits or manufeaures. Had 
indeed Davenant computed the value of this necef- 
fary quantity, and dedufted it from the income, 
according to his acceptation of income, the remain- 
der would have been a tolerably good reprefenta- 

tioa 
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tion of what I mean by income, or taxable fiind ; Chap. 
becaufe whatever a people confume beyond the ne- -^r.^j 
ceiTary, I confider as a fuperfluity which may ba 
laid under taxation. 

. Fourthly, I mull alfo difier from him in his idei 
eonceming fuperlucration, wealth, or national ftock. 

According to him, this is the quantity of income 
i-emaining after the followmg deduftions: Firft, . 
What is neceffary to clothe and feed the people. 
Secondly, What b neceffary for their defence in 
rime cf war, and ornament in time of peace. But 
according to my notions, I mud alfo dedu^ all 
which is confumed in fuperfluities ; for what is con« 
fumed, whether necejfarily or fuperfiuoufly, never 
£an make an article of fuperlucration, wealth, or ■ 
national llock. 

The fuperlucration then of a nation confifts in 
the augmentations made upon her flock of every 
kind, capable of producing a proportional income: 
it is the converting into fomething durable the weU 
employed time of the inhabitants. In this fenfe the 
new pavement of London, the roads, buildings, 
fhips, &c. in England, are all articles of fuperlu-. 
cration, as well as the improvement of the lands» 
and confolidation of the balance of her trade, which 
has created that part of the public funds belonging 
. to natives. ■ 

Quest. 4. Is it poffible to convert a land-tax 
into one of the proportional kind ? 

This is a curious fpeculation ; and as it is a 
ftort exercife upon feveral principles of this fd- 
ence, it comes in properly at the cooclufion of our 
work. 

To 
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BOOK To make a land-tax proportional, the propria* 
s^,'-._f tors of land Ihould be enabled to draw tack the 
burden, in the fale of the earth's produ^ons. This 
they cannot do, as matters ftand. The farmers 
who pay no land-tax uiiderfell them j becaufe they 
have no tax to draw back. 

Since the tax, therefore, canmot be drawn back 
direflly, let us apply our principles to difcoYcr s 
method bow this might be done indireftly. 

Let nothing but lands be fubjed to this impo* 
fitioD. 

Let every part of them be valued, and recorded 
in a general regifter. 

Let bre&d, butchers-tneat, and fubfiftence of all 
kinds, be laid under an exdfe, in all markets, and 
nowhere elfe, at a rate fuiHcient to raife the tax in" 
tended to be laid upon the lands ; and let the 
amount of this tax be drawn back by the land- 
lords, in proportion to the valuation by which they 
- have paid the land-tax* 

That this is a reafonable impofition, appears from 
the whole plan of this work. We have Teen in the 
firfl: book, how the great body of the people is di- 
vided into labourers and free hands ; that the free 
hands are the inhabitants of towns, who go to mar- 
ket for fubfiftence, and confume what correfponds 
to the land-rents ; ccnfequently the landlords, who 
at'prefent pay a cumulative tax, which they cannot 
draw back in any fliape, are juftly entitled to the 
amount of this proportional tax, laid upon the 
great articles which produce thdr land-rents, and 
which are confuibed by the inhabitants not em- 
ployed in agriculture. 

Every 
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Every one who has written concerning axes has chap. 
endeavoured to contra^ the objed of them as much -.j,-.-!^- 
as poffible : more, I imagine with a view to eafe 
the public than the people* I have followed ano- 
ther courfe. I have b^n for multiplymg the ob- 
je£b of taxation as much as pofTible, and for mak- 
ing them more iy proportion to expence than to 
property or income. But that I may conform my- 
felf in fome meafure to the ideas of thofe who have 
examined the fame fubjeft, I fhall propofe a tax, , ' 
which would fill up the place of every other j and 
could it be levied, would be the beft perhaps ever 
thought of. 

It is a tax, at fo much per cent, upon the £a\t of 
every commodity. 



CHAP. xm. 

, Recapitulation of the Fourth Book. 

PART L 

Of the Interefl of Money. 

^HTROD. T INTRODUCE the fubjeft of Credit, by 
giving a general idea of its extent. It 
comprehends the method of-eftabliihing a foUd fe. 
curity for money borrowed j of extending, the ob- 
je£t of fuch fecurity in proportion to circumftances ; 
of fupporting the credit of the borrowers, when 
ovedlretched j and of preventing, as far as poffible, 

the 
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BOOK the fatal coniequences of a bankruptcy, wbenk can 
>jy ,'wjj be no longer fupported. 

1 ftiew how all myfteries relating to credit (WO* 
ceed from our ignorance only of its true natdre ) 
which is confidence eftablifhed upon a vifible and 
palpable fiind of payment. 1 obferve how deUcata 
tt thing credit is, and how gently -it muft be dealt 
*kh ; how incompatible the forms of common law 
are with the diTculIion of quellions which arife be- 
tween merchants ; how neceffary it is to form a 
jurifprudence peculiar to trade, and to fupport if 
by maimers more than by authority ) and when 
credit is once fet upon its true bafis, how all aerial 
fchemes, bubbles, and public bankruptcies will be 
avoided. 

CHAP. Chap. L Here I (hew how impoffible it is to 
eflablifli credit by authority j how infeparably it is 
connefttd with liberty and independence ; and ftill 
how compatible it may be with that fupreme power 
which is vefted irievery government. 

CBAP- Chap. II. The objeft of credit is money lent( 
^'- the bafis of loan is the payment of intereft. If mo- 
ney be wanting, credit will die ; confequently, there 
mufl be a method found for augmenting and dimi- 
nilhing the quantity of money in proportion to the 
demand for it. It is augmented, by converting 
land into paper-money ; it is diminiftied, by reliev- 
ing the bnd of the ^gagement upon it, and exdn- , 
guifliing the paper-money. , This is no more than 
a contrivance for turning into a circulating value, 
which is the principal charafteriftic of money, die 
obligations of private men, which in all countries are 
confidered to be of an equal value with any coin. 
I here 
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1 here explain what is meant by money ^agnated chap, 
Dr regorging, and by money realized. Money, _- . ',j 
while it is employed id circulation, can carry no 
interell: ; the moment it lies idle to one man, were 
it but for a day, it may be worth intereft to ano- 
ther, who willingly pays for the ufe of it, .when he ' 
has occafion eithet to bUy what he wants, or to 
pay what he owes. If nobody be found who wants 
it, then it is faid to Jiagnate, or regorge in the hands 
of the proprietors. This denotes that circulation is 
full. He therfefore defires to realize it j that is, to 
purchafe with it fome kind of income: For this 
purpofe, if it be coin, he fends it to fome place 
where coin is wanted. If it be paper, he demands 
of the debtor in the paper either to give him an in- 
tereft for it, or to convert it into coin, which is 
the money of the world. Both are called reallz* 
ing ; and in proportion as money is realized, cir- 
culation dimhiifhes. 

Hence I conclude, that as the ufe of cJrculatin'g 
jnoney is to carry on alienation, fo the ufe of ftag- 
nated money is to produce an intereft ; confequem* 
ly, a perpetual intereft is better than money, when 
it is not wanted for the ufe of circulation. If there- 
fore, by the policy of a country, the capital of every 
perpetual intereft can be immediately converted into 
money for the ufe of circulation, the inconvenience 
of capitals not demandable is removed } becaufe 
aUhough you cannot make the debtor pay, you * 

CMi fell what he owes you to another, who will j 
and this equally fuits your convenience. 

Chap. III. The fimplicity of manners among chaP. 
the primkiv€ chriftiana, drcumfcribing very much "*- 

Vol.. IV. Y the 
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the ufes for money in circulation, a great quantity 
of the coin was confequently locked up. Paper . 
money then was fuperfluous ; becaufe even coin it- 
felf fq far exceeded all the ufes of their circylation, 
that it was considered in the light of jewels and 
plate with us. 

Taking interelt for it, when lent, appeared to . 
them as unreafonable, as if a lady, in thefe times, 
were to alk a price for lending her jewels to. 2 
friend. 

However, as money was neceflary on many cc- 
cafions to thofe who had none locked up, the Jews, 
who have always defpifed land-property, made a 
trade of lending ; and this drew an odium upon 
the pra&ice. I can afcribe it to no other caufe. 
Our manners are totally changed ; and Chriflians 
lend money at intereft as well as Jews. Neither 
trade, induftry, or credit, can fubfift without it j 
and as money cannot be lent, without, allowing in- 
terefl to be taken, intereft is become the bafis of 
the whole fyitem of credit, and comes to be ex* 
amined in the following chapters. 

Chap. IV. Before induftry was eft:abUflied, the 
calls for money to borrow were few, and chiefly . 
confined to princes in time of war, and prodigal 
proprietors of land in time of peace. Their de- 
mands were urgent, and the interefl: they paid was 
in proportion. The lenders poffefled but a fmaU 
part of the coin of the country i becaufe the bulk 
of the people locked up all they could. Thofe who 
hoarded would not lend ; and this greatly ditni- 
niftied the fund of borrowing : be^des, princes and 
prodigals had no fboner fpent the money borrowed, 

than 
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than }t fell agaia into the haiids of thofe xtho 
hoarded ;' a6d the lenders foimd, m> doiAt^ great 
difficulties in procuring frefli fuj^iiea. 

When induftry and trade brought mmiey 6ut of 
its repofitorieSj when the neceffity of permitting in* 
fereft became evident to the church, the coih thea 
began to mak-e its appearance, and was ready to hi 
lent. This opened a market for money. The price 
of money is the rate of intereft. At this madcet, 
. the borrowers and lenders appear in competitiDn 
among themlelves, according to cifcumftances. If 
more money be demanded to be borrowed than is 
offered to be lent, the competition takes place among 
the borrowers, and intereft rifes. If more be of- 
fered to be lent than is demoded to be borrowed, 
intereft falls. Thofe who borrow money may bd 
^vided into two clafles, viz. thofe who intend td ' 
ipend it, and thofe who intend to trade with it. 

When more money is to be lent than the firffi 
clafs denKHid's, the rate of intereft will be regu- 
lated by what merchants- can give for it- : when 
there is lefs, it will rife to what the prodigals wfU 
give for it. 

But this firft clafs m«ft have good crcdlf, or then? 
Iwrrowing mill be cut c^. When therefore a ftatef- 
man finds, that the borrowing of fuch people hurts 
the commercialinterefi^of his country, by keeping 
intereft high, he fliould weaken their credit, by 
tying up their lands by entails. When .their bor- 
rowing becomes necelTary for the encouragement 
of induftry, and" for bringing all the money there 
is into circulation, tSien their credit Ihould be en- 
largedy by promoting an ezpedidous Ms of every 
braaeh of their property. 

Y a Chap, 
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Chap. V. Thus, without the aid of law, the in- 
tereft of money becomes regulated by demand. But 
a ftate muft not totally overlook the intereft of the 
claTs who fpend more than their income. It would 
be inhuman to throw them into the jaws of ufu- 
rers. Statutes therefore prevent intereft from rifing 
above a certain rate. This preferves them, and ren- 
ders the didipation of their fortunes more gradual. 

But although a ftatefman has it in his power to 
guard his people againft the oppreflion of ufury, 
by preventing the rate of money from rifing above 
the ordinary ftandard of demand, he cannot equally 
force it down below this ftandard, even although 
the intereft of trade fliould require it : becaufe if the 
monied men can lend their capitals abroad, at a 
higher intereft than they can procure for them at 
home, they will diftrefs the landed intereft, by de- 
manding what they owe, and all the money will be 
fent abroad, as was the cafe in Scotland in 1762. 

This was not the cafe a hundred..years ago. No 
money then could be lent abroad by Engliflimen ; 
becaufe thofe foreigners who would give high in- 
tereft had no credit. Thus government could bring 
it down at will ; monied men were forced to con- 
fent ; and the price of land rofe in proportion as 
intereft fell. 

, As it is the extravagance of men of property which 
T^es the rate of money above what is confiftenC 
with the intereft of trade, the expedients to bring 
it down are, Tlrft, To circumfcribe borrowing by 
the prodigal : Secondly, To fufpend borrowing by 
the ftate: and Thirdly, To throw as much public 
money as poUible ii)to the market, by paying off 
debts. 
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debts. When a ftatefman has by fuch meafures chap. 
brought the rate of money confiderably below the ■ ..-,-.^ 
legal price, he may, by a new ftatute, prevent its 
rifing again fo high as formerly j but ftiil he muft 
keep in his eye the rate of mcney, and ftate of cre- 
dit in rival nations, in order to avoid the inconve> 
niences already mentioned. 

Chap. VI. Were Great Britain to regulate the chap* 
rate of money below what the fluctuations of de- 
mand are commonly found to carry it in time of 
war ; then as foon as demand, which can be fub- 
jefted to no ftatute, got up to the high ftandard, 
the whole landed intereft would be torn in pieces 
by their creditors : for the debtors could not then 
borrow from one to pay another, becaufe every len- 
der would have the fame intereft to refufe them 
credit. This would put an end to all their expence ; 
the funds which fupply it at prefent (the land-rents) 
would be carried off by the creditors ; and the in- 
duftrious who ferve fuch proprietors of land would 
fuffer confiderably for want of employment. The 
conclufion which the generality of people would 
draw from this phsenomenon would be, that high 
intereft, inftead of being hurtful, muft^e advan- 
tageous to trade. 

Chap. VII. Hence we may conclude, that low chap. 
intereft is principally advantageous for carrying vii. 
on foreign commerce, and that the beft method for 
keeping it low, is to keep circulation full, by faci- 
litating the melting down of property. 

This expedient has been contrived by merchants 

in the eftabliftiment of banks upon mortgage ; and 

there is a poffibility that landed men, fome centu- 

Y 3 ries 
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^oojc jri^s hmce, uizyfini out that tbey may imitate the 
jm-0>^mm^ cjaoiple of traders, »id amtihe the me^ng of bpr- 
roinng cheapw than they can do at prefort. 

Were a particular nation to carry fuch expedients 
into exectuion with fuccefs, it would have the efied 
of bringing down the rate of money every where. 
This would fmk the general average of it upon the 
vhole, but never could prevent the operation of 
thofe prindples by which it had been brought down i 
and the mod intelligent nations would itill havp 
the fame advantage as before t namely that of keep- 
ing their intereft low relatively to their neighbours, 
which is the great deftderatum for the fupport of 
public credit, as Wjell as. of foreign trade. 
CR A p. Chap. .VIII. But although it be of very great 
^^"' advantage to trade to have intereft low, we cannot 
judge of the profpcrity of trade from this clrcum* 
ftanee alone. 

That nation gains the moft upon her trade who 
draws the greateft baliuice from the reft of the world. 
Now the balance cannot be judged of by the rata 
of intereft at home; becauJe this depends mora 
upon manners and policy than upon the ftate of in> 
duftry. Induftry muft be fupported by fuperior 
dexterity, natural advantages, and promptitude of 
payments, as Tell as by low intereft. Prompt pay. 
ment alone, is of more confequence to the induf> 
trious populace, than a fmall diiFerence upon the 
rate of intereft. This encourages the whale clafi 
of manu&durers : Low intereft is principally advan. 
tageous to the merchants who are obliged to employ 
credit for colt«£Ung their work; and merchants 
diemfelves wbo trade upon credit, often gain ouurs 

by 
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by quick returns than what iill comjpenTate a con- 
fiderable difference in the rate of intereft. Low 
intereft may more prdperly be called the meafure 
of public credit than of foreign commerce. 

Chap. IX. From what has been faid, I con- 
clude," that the rate of intereft does riot link as 
wealth increafes ; becaufe it is influenced by many 
circumftances, which do not depend upon opulence. 
It depends upon the fpirit and manners of z people, 
and will fluctuate with them. 



PartII. 0/ Banks. 

Chap. I. TIT AVING deduced the principles which 
regulate the rale of intereft, I pro- 
ceed to inveftigate thofe which influence domeftic 
circulation ; and as banks are the great engine by 
which it is carried on, in tracing the nature of banks 
we {hall fully underftartd the policy and principles 
of this kind of circulation. 

Banks either circulate notes, or transfer credit 
written in their books : the firft are called banks c^ 
circulation ; the latter banks of depofit. 

Alt banks are founded on credit, and according 
to the nature of thdr inftitution, I may divide the 
credit they are built on into three kinds, viz. private, 
mercantile, and public. 

Private credit is when the ground of confidence 
is real property, pledged for thefecurity of thfe 
loan. 

Y 4 Mer. 
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BOOK Mercantile credit is when the caufe of confidence 
■_,r,^_ is in the trading ftocki abilities, integrity, and good 
fortune of the perfon who obtains it. 

Public credit every one underftands. It is when 
the caufe of confi^pnce refts on a fund fecured by . 
public faith, for making good the intereft and ca- 
|)ital due to the creditors, which tafl: however is 
never demandable from the ftate. 

I^vate credit is the jpoft folid of the three ; mer- 
candle credit is the nioft precarious ; and public 
credit depends entirely upon the maxims of every 
government with regard to public &ith. 

It is the objeft of confidence, not the quality of 
the perfrat, obtaining credit, which determines the 
nature of the credit, A merchant may grant bond 
on the credit of his lands ; a landed man's bill, as 
member of a mercantile company, may affeft his 
ftock in trade only, and a Prince may pledge a 
■ province for a fum of jnoney. 

The debts of a ftate, and the bills of merchants, 
VC niore eafily transferred than private fecurities. 

Public and mercantile credit ftand upon a more 
precarious bottom than private fecurity. A fufpi- 
' cion of infolvency will fliake the two former ; real 
infolvency only will deftroy the latter. 

Thefe are fome of the peculiarities which ch^ 
raSerize the differences between the three kinds of 
credit. The juftnefe of the diftin^^ions I have made 
appears from the definitions, and is confirmed by 
other circumftances mentioned in this chapter ; an^ 
the utility of fuch difUndions will appear ^(im their 
application as wc pmctsd, 

Cba?. 
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Chap. II. To eftablifli private credit, on the chap. 
moft folid and extenfive bottom, the real^ as well as ■ -.-Q 
the perfonal eftatcs of all debtors fhould be ren- ^^,^^' 
deredof a ready converfion into money ; the fale of 
lands ihould be rendered eaty and expeditious ; no 
entails or cloggs by mortgage and the like, Hiould 
be allowed ; debts upOn potTeiTions ought to be re- 
giftered, and thofe due to banks (the great public 
debtors) fhould always be coDfidered in a moll h- 
vourable light. 

Chap. IIL Banks of circulation upon private chap, 
credit, are of great ufe in the infancy of induftry. ^^ 
In -countries where it is only taking root, the greateft 
obftrudion it meets with is' a fcarcity of money. 
"Wien money is fcarce, payments are ill made ; 
and when the ufes for money incfeafe, if money 
be not made to augment in proportion, alienation 

^wiU ceafe to go on, and payments will daily be 
more precarious. This is fo evident that I ihall 
not infiH upon it. 

Now as every individual in a ftate does, lefs or 
more, fupport induftry by confuming its produce, 
money ought to be provided for every one in pro- 
portion to the value of his property. This opens 
at once the princip le of banks upon private credit. 

He who has money will willingly lend to every ' 
one. who can give good fecurity for it; and the 
obligation granted by the borrower is confidered by 

■ the lender as better to him than the riioney he lends. 
Before the eftablilhment of banks, fuch loans were 
made in coin ; but as people difcovered that a good 
obligation was as good as coin, they difcovered alfo, 

that 
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^that when obligitions could be made to circulate, 
^ey might Aipply Its place. 

:For' this purpofc, banks found out an expedient 
'■forldividing obligations fecured upon property into 
iinall parts of the capital Aim; and by delivering 
them back to the borrower, with an obligation to 
pay them in coin to the bearer on demand, they 
coniHtuted themfelves debtors to thp public for every 
■ note. The confeqaence of this was, that the coin 
of the country became lefs ufeful in circulation ; 
:and as the banks demanded it, and even gave pre- 
ms for obtaining it, it came into their hands, 
:and ferved the purpofe of changing notes ; that is, 
of fubdividing the fums mentioned in them, into 
the loweft denominations of the money of the 
country. 

There is not a nation in Europe fo ignorant as 
inot to feel the ufe of this policy ; but there are few 
ivfho havedifcovered how to eftablifh the confidence 
of the public in this general debtor, the bank. TTie 
Tcafon is, that people imagiiie a bank fhould at all 
■times be able to turn all their paper into coin, Wero 
this poffible to be done, where would be the ufe of 
banks f How could they multiply money ? 

From this Ihort expofition, we may underftand 
the difference between banks upon private, mer- 
cantile, and public credit. Theiirft lend upon the 
■fecurity of poffeffions ; the fecond, upon bills of 
exchange, which is called difcounting ; the ^third, 
upon the fecurity of the public funds. 

Chap. IV. A fcardty of money only being found 

to flop the progrefs of induftry, and thereby to cir- 

cutnfcribe the giuoG of merchants who fupply con- 

fumption J 
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fumptton } and they perceiving that men of property 
become bad cuftomers, more from the impeffibility i. 
of making payments than for want of an inclination 
to confume, joined together, and formed a confi- 
derable ftock which they expofed to the eyes of the 
public. This gave them credit, and every one who 
had money to lend wag fond of placing it in their 
hands. Other people who wanted to borrow, ap- 
plied to them for money. Their anfwer was,, we 
have no coin ; but if you want money for any pur- 
pofe, we can aflifl: you in credit, if you will give 
us fecurity upon your eftate bearing inCereft to us 
for the money we fliall lend you. Here is, faid 
they, a note of ours^ which any body will take from 
you as payment for what you want. This was 
the fame thing to the man who wanted money 
for a particular nfe, as if they had given Iiim coin ; 
and as fuch demands became frequent, the notes 
were printed, and infenfibly banking was efU; 
bliOied. 

States perceiving the abufe which might follow, 
were every one allowed to iffue paper in this man- 
ner, judged it proper to ere£t companies, who lent 
them confiderable fums as a fecurity for their faith 
to the public; and the fuperior credit of fuch 
companies drew the confidence of the public, and 
circumfcribed the dealings of individuals. Thus the 
trade of Lombards, who had formerly fupported 
circulation by their bills of exchange payable to 
order, recdved a farther extenfion by the eftablifli- 
ment of banks, which, by iffuing notes payable to 
bearer, rendered them, in all commercial countries, 
every bit as ufeful as any coin. 

Banks 
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Banks once eftabliflied, regulations became ne. 
ce^ry ; and of thefe the firft and fundamental one, 
was, to iffue no notes but upon good fecurity. If 
it be afted, what fecurity fhould be taken ? The ' 
anfwer is, the beft thofe who defervc credit, and 
who wifli to obtain it can give. In a country where 
trade and induftry are h'ttle known, but where a 
tafte for refinement is taking place, the demand for 
every article of confumption muft be encouraged, 
in order to augment the fupply. And as this de- 
mand for confumption fhould, naturally, come 
from men of landed property,; the bank, therefore, 
fiiould firft refolve to iffue notes upon the fecurity ' 
of this kind of property alone. 

"When induftry becomes more extended, and' 
when trade becomes more fecure, from the Iblidity 
of mercantile funds, banks may then begin to dif- 
count bills of exchange, and as this branch of cre- 
dit enlarges, the bank will by degrees participate of 
the nature of thofe fecured upon mercantile credit. 

When public credit, again, is well eftabliflied, 
they will lend upon government fecuritics, pledged 
in their hands, and thus become founded upon 
public credit. 

According therefore to the principal object of 
their trade, they are faid to ftand upon private, 
mercantile, or public credit. 

When a proprietor of lands gives his bond to a 
bank, it ftould be underftood, that as long as h? 
regularly pajs the intereft of the money borrowed, 
the bank is not to demand the capital. 

For this bond they give notes, which are confi- 

dered as ready money, and therefore carry no in- 

8 tercft. 
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tereft. So the profit of the bank is to receive in- 
tereft for what they lend, and to pay none for . 
what they owe. 

What they owe is the paper they.iflue. They 
owe this to the public ; and the fecurity which 
the public has, is the fecurity which the bank 
received from the perfon who borrowed from them. 
• Hence the foUdity of banks upon mortgage. 
Their notes become money, and this money is fe- 
cured upon the whole ftock of the bank, and the 
whole property engaged to them. 

But as the ftock of the bank is of a determi- 
nate value, and as the notes they iffue may very 
iar exceed it, the credit of a bank will be precari- 
ous, unlefs the value of the fecurities upon which- 
they lend, be equal to all the notes in circulation. 
It will alfo be precarious in proportion as the fecu- 
rities themfelves are fo. Hence the intereft the 
public has to take care that banks give credit upon 
nothing but the befl fecurity. 

Chap. V. A bank, therefore, which lays down 
a rule to lend upon the mortgage of folid property 
only, would deftroy confidence, if it ftiould launch 
out in giving credit V> thofe who have no folid pro- 
perty to pledge. 

Chap. VI. The ufe of banks is to fupport do- 
, meftic circulation : this is two-fold ; that carried on 
by confumers, and that carried on by traders and 
manufiifturers, who fupply confumption. 

The circulation carried on among the firft is in 
proportion to their income, and their credit (houid 
be in proportioif to the funds which produce ir. 

The 
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The circDlatidn carried on by the laft k ifi propoT' 
6ott to the demand for tbdr induftry. 

If a bank be eftabliftied on the credit of foUrf 
fiinds, it is very plain that they cannot fupport the 
circulation of manu&darers and dealers upon the 
Same terms, or in the fame way they do that of 
proprietors. They may indeed dtfcounc biBs ; but 
they cannot give a permanent cretft upon a fecurity 
which is not founded upon property. This opens 
s new combination. 

Trade and induftry are difperfed through many 
hands, and if the goods belonging to thofe who 
carry them on be compared with what money i& 
' neceflary for this purpofe, it wil! appear very fmalL 
What is deficient in money muft be made up to 
them in credit ; and this will be in proportion to 
Aeir integiity, capacity, and good fortune. A 
fnil fecuriiy for paper, which is to become the 
mofiey of a nation ! Such fecurities muft be re- 
jeSed by every bank whatever, or the whole fabric 
will tumble into ruin. But this fubaltem clafa 
of dealers may have recourfe to merchants, whofe' 
vealth and funds are iblid and extenfive. To 
thefe a bank may give credit, and they again, 
in their dealings with the other clafs, may in- 
demnify themfelves of all the riOc they run, by 
profits in prop<H-tion to it. 

This clafs of merchants I call exchangers ; be- 
caufe they deal principally by bills of exchange in 
die credits they . give, which are of the gr^eft 
advantage to an infiant trade and a growing in- 
daftry. 

Chap. 
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Chap. VII. When banks were firft eftabliffied, . 
there was no money known but coin, and many 
there ftill are, who do not clearly fee how money , 
can pofllbly be made of any thing but metal. The 
fcarcity of coin raifed the rate of intereft, and when 
banks began to lend their paper, they exacted the . 
fame intereft as if they had been lending coin. 
Hence they were obliged to promlfe payment of their 
notes, in coin, upon demand. In confequence of 
this, the policy of circulation proceeds at prefent 
upon the fuppofition, that bank notes are equal to 
coin in every refpeft ; and when any interruption 
happens in the ready exchanging of them at the 
bank, all runs into confufion. I fhall afterwards . 
ftiew how this might be prevented. 

While a country has a balance of trade, either at . 
par or in her favour, nobody has occafion for coin, . 
except in order to reduce bank notes to their loweft 
denomination of money. But when a balance is 
due to other nations which muft be paid in gold 
and iilver, every one who wants coin for this piir- 
pofe, runs to the banks, which are obliged to pay 
in it, and thus they are thrown into diftrefs. Hence 
we may conclude, that a bank taking upon itfelf 
the obligation of -paying in coin, without carrying 
its policy farther than the banking trade, cannot 
fland its ground in a country which owes, upon , 
an average, a balance to other nations. This opens 
a new and a moil curious combination. 

Chap. VIII. In the mechanical operations of 
trade, when they are not combined upon principles 
and direded by a fuperior policy, every balance 
due froat- pne nation to another upon the whole of 

their 
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BOOK their reciprocal payments, that is, in confequenctf 

■na-.'-i_- of their debts and expences abroad, as well as in 
the courfe of iheir niercantile operations, muft be 
paid in the metals. 

For traftlafting this balance, there is a fet of 
merchants who deal in the bufinefs of exchange. 
Every debtor to another country is fuppofed to have 
Value in his hands for what he owes ; this he con- 
verts into bank-paper, with which he buys a bill ' 
of exchange, drawn Upon the place where he is 
debtor, and the exchanger who fells it, demands 
coin of the bank, which he fends oflf for the pay- ' 
ment of his bill, tf during this operation the bank 
fliould Hand with its hands acrofs, and think only 
of expedients to provide coin, it is evident, that if 
fpecie fliouId totally fail in the country, trade roufl 
be at an end, and the credit of the bank muft be 
undone : for nobody will examine into eveiy cir- 
cumftance neceffary to difcdver the impoffibility of 
converting the whole paper currency of a nation into 
gold and filver. Thus a bank which carinot pay 
in coin, will be fuppofed to be ruined, though in 
reality it may be worth half the property of the 
Aate. 

Is it not then of great confequence to banks, and 
to a nation, that the principles of their trade, and 
the fecurity of their paper, (hould bewell underftood ? 
And is it not wonderful, that they thenifelves have 
hot made evident a thing which they niuft under- 
ftand far better than any one who has not had thof 
experience ? 

<;nAp, Chap, IX. When a country gentleman . owes 
"■ money in town, beyond what his rents tan pay, 

does 
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does he not borrow from feme body who has money ? chap. 
Does not this borrowing prevent his lands and his ■_^-_-. '^ 
houfes from being torn to pieces by thofe who have 
a right to demand money of him ? Would he not 
be laughed at, were he to delay pledging a part of 
his property, in order to fecure the whole ? 
' The cafe is jufl: the fame with banks. They bwe 
a fum of coin equal to all the paper they have in 
circulation. In this they repVefent the country gen- 
tleman. N Foreign nations demand payment from 
them in coin ; becaufe it is the fame thing whether 
this demand be made dire&ly on the bank, or on 
thofe who can demand it of ^e bank. Such, na- 
tions reprefent the town. Mull not then th^ bank 
borrow upon the credit of the fecurities pledged at 
the time they iflued their notes, and which to them 
reprefent the gentleman's lands ? And can they bor> 
row from any but thofe who have money ? Their 
own country can have none to lend, wtule it owes 
a balance j they muft therefore borrow from other 
nations, and transfer what they borrow to thdr cre- 
ditors abroad. . 

Hence I conclude, that as nations which haVe 
coin pay what they owe, with coin, and thereby 
diminilh the quantity of it ; fo nations wtu^e mo- 
ney is their land, pay in land, to the diminution 
of this fpecies of property : and as a man who owes 
. a thoufand pounds upon his eftate is proprietor only 
of it for the remaning valUe ; in like manner, a 
couny which pays an annual intereil; to other na- 
tions, is proprietor only of what remains. 

Chap. 2. If the country gentleman, who, is chap. 
puOied by his creditors ibr money, which he can- 
V OL. IV, Z not 
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BOOK fiot ezpeft to draw from his rents as they become 
<..— i^-^^ due, ibould borrow, for, a few weeks, from one 
who, after that time, will have occafion for his 
ttioney himfelf, he will be put to all the expence of 
giving fccurily for it, and at the end of this fliort 
time, he will be at as great a lofs as ever to find 
money to reimburfe the man who had lent it him. 
This reprefents the expedient ufed by banks to ob- 
tain temporary credits, inftead of a permanent loan 
upon a regular intcreft, 
CHAP. Chap. XI. When trade goes on well, and pro- 
dutes a regular balance in fevour of a country, the 
trade of banking is eafy, and few employments re- 
quire lefs capacity. But when the balance begins 
to be unfavourable, and when, in felf-defence, 
banks are obliged to deal in exchange, the cafe is 
different. 

Whatever balance is due abroad muft be paid by ' 
the banks, as has been faid, either in coin or in 
credit. As long as they pay in coin, the bufinefs 
of paying the balance is left to exchangers, who 
conduft the operation. But whenever banks bor- 
row abroad, upon a permanent loan, and thereby 
acquire a fuftd to draw upon, the bufinefe of ex- 
change falls naturally into their own hands, and' 
they may profit of it according to circumftances. 
In this cafe, not one {hilling of coin can go out 
of the country, in the way of payment; becaufe 
there will be a lofs to any one who would fend it 
away, when he can pay cheaper by a bill, 
CHAP. Chap. XII. But the moft complicated combi- 
^^'' nations arife from the hurtful coniequences which 
a wrong balance produces on the ftate of domeftic 
circu- 
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drculation. I hope this matter will be the more 
^lily comprehended, 6x)m the fliort riecapitulatioa ' 
I am now to give of it, after all that has been fald 
upon the dofbiae of taxes, and upon the difficulty 
of paying them, when money is fent abroad. 

Money is the inftrument of fale; and when this 
inftrument is taken away fale muft ceafc. Now, 
it is a matter of indifference as to circulation, whe- 
ther money be rendered fcarce by being &nt out of 
the country by the ftate in time of war, or by the 
fubjeds who owe it to Grangers in time of peace. 
A determinate quantity of money is requiiite for 
domeilic drculation. In whatever way this comes 
to be diminilhed, it is the duty and intereft of banks 
to fill up the void as hA as poffible, by readily ftir- 
nifliing credit at all times to thofe who can give fe- 
curity for what they demand. If banks, by pay- 
ing balances, Ihall have exhaufted thdr fund of 
coin, the fault is their own. Why did they not 
in time prdvide the neceflary funds abroad, upon 
which they might have drawn bills, and kept their 
coin at home ? But in whatever manner they pay 
the balance, the confequence is, to take a fum 
of money equal to it out of domeilic circulation j 
and this cannot be r^taced but by more money 
lent by them to individuals upon new fecurities. 
If an ill grounded fear fhould at fuch a time engage 
them to refufe credit,, when demanded, the coun- 
try will be in a worfe fituation than if banks had 
never been eftablifced, namely, from the fudden 
diminution of money, which, without the efta- 
btifliment of banks, could not have fo eafily hap- 
pened. 

Z » But 
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But were banks to confider the whole foreign 
balance as imtAediately their own debt (and that 
it is fo is certain, when they are obliged to pay it) 
they would provide the eafiefl: method for acquit- 
ting it : fince the expence to be thereby incurred 
cannot fall upon them, in any proportion to 
compcnfate the gain they make, by receiving in- 
tereft for all they lend, and ^y paying none for 
what they owe within the fphere of their own cir- 
culation. 

Chap. XIII. Whatever contrafts circulation, hurts 
a bank, and offers no relief to it with refpeft to the 
payment of balances* If they borrow money at 
home, they cut oS the branch they Hand upon, 
unle/s they continue at the fame time to give credit fe 
all who demand to borrsw upon good feeurity. This 
lall circumflance was omitted in the chapter I am 
now recapitulating ; becaufe of the multiplicity of 
thofe I was obliged to introduce, in order to de- 
mondrate how hurtful it is for banks voluntarily 
to diminifli the circulation of the country where 
they are eftabliftied. I fliall therefore bring it in 
here, and refer to the chapter for the other combi- 
nations which cannot be abridged. 

Did banks, upwn mortgage, make it a rule to bor- 
row all tl>,e money offered to them, at a fmall de- 
duftion from the common intereft, while at the 
fame time they continued to lend as formerly, to 
every perfon of good credit ; the confequence in a 
little lime would be, that they would have, in a 
manner, the monopoly of all borrowing and lend- 
ing, and the greateft part of the expence of thefe 
operations would be faved. 

Every 
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Every perfon who had money to lend, would 
lend it to the bank ; and every one who had •. 
money to borrow, would borrow it of the bank. 
Upon thefe two operations, the difference of in- 
tereft paid, and received, would more than balance 
the additional expence of fo great a detail. But 
then indeed fome new law would be neceflary to 
facilitate fecurities. The clogs laid up'on folid pro- 
perty oblige the bank to infift upon condiliotis, 
which put it out of the power of many perfons of 
good credit to borrow from them. But I do not 
propofe plans : my aim is confined to principles; 
and from this' I have mentioned, a new claufe in 
bank notes would arife, viz. to pay in coin, or by 
a transfer of intereft at a determinate rate, in the 
option of the bearer, not of (he bank. 

Chap. XIV. This would be an optional claufe, 
very different from that lately introduced into Scot- 
land, where the option of paying intereft was left 
to the bank. This has fmce been wifely fuppreffed ; 
becaufe it proved a heavy clog upon circulation, 
and enabled the bank to avoid doing what their 
own intereft, and that of the nation required of 
them, namely, the readily paying of all balances ' 
againft the country. But in fuppreffing optional 
claufes, government fliould facilitate the means of 
paying balances, and of providing coin. This is 
done by eftabliftiing and fupporting the credit of 
the banks, in proportion to the folidity and extent 
of their funds. An example of this nature occurred 
in Ireland, in April 1760, when the parliament in- 
lerefted Itfelf direftly in fopport of the credit of 
% 3 forae 
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■ BOOK fome private bankers. A mint alfo U neceffary ; 
-^■J^^ and if this fliould be judged improper or fuperflu- 
ous, fome afliftance at leaft Ibould be ^ven in 
conveying coin tg the bank from the place of its 
fabrication. 
CHAP. Chap. XV. AH branches of policy muft be 
brought to perfedion by degrees, when, inftead of 
being eUabltOied at once on found principles, they 
introduce themfelves mechanically, by cuftom and 
praSice Only. When therefore a national bank is 
not found to anfwer all the purpofes expeSed from 
it, private people imitate their plan, and fill up the 
void. 'I'hus in Scotland, when the banks of Edin- 
burgh did not fufficiently fupport circulation in the 
more diftant parts of the country, private banking 
companies were erefled,- and degenerated into a 
great abufe. Every one of them iffued notes pay- 
able to bearer. Thus the public was filled with 
paper money, the credit of which was quite un- 
known to many, who were however forced to re- 
ceive it. 

Whatever is payable to bearer, is payable to the 
public ; and no doubt the public has a good right 
to prevent the iffuing of notes by fuch perfons as it 
has not confidence in. When a note is payable to 
order, every one who circulates it is refponfible for 
the value, in confequence of the indorfement ; but 
v/hen it is payable to bearer, there is no re* 
courfe upon any but the firft grantor of the obli- 
gation. Such regulations therefore fliould be made 
in this refpeft as may give a folidity to the paper, 
- facilitate a general drculation, and prevent theefta- 
blijhment 
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blUhmOTt of a currency confined to panicular dif- chap. 
tri£ts within the fame country, which tends to in- „ , -'.^ 
troduce a courfe of exchange from one town to 
another.' This would be the cafe, were the circur 
latioQ of erqj country carried on by the county 
bank. ' A communication, therefore, of intereft be- 

\ tween the banks of a country is requifite, or elfe 
the obligation to pay fliould not be confined to the 
place where the bank 19 eftablilhed. 

Chap. XVI. Here I refurne the principles I have chap. 
deduced, in a fliort Iketch of a general plan of re- ^^': 
gulations for a bank of circulation. 

Chap. XYll. If proper regulations upon the chap. 
banking trade fliould be found inconfiftent with the ^^^^' 
laws and manners of a people, which require a more 

. extolfive liberty to every one to carry on v^iat 
commerce he thinks fit, I think it is leafonable 
that every company of merchants who iflue paper, 
payable to bearer, without the fanftion of govern- 
ment, (hould be obliged to fubjed their books to 
fome kind of public infpefUon, that it might be 
(een whether the credit they grant to individuals be 
of a fuflicient folidity to anfwer for the notes they 
circulate. 

C^AP. XVIII. The numberlefs diftre/Tes of the chap. 
Scots banks at the end of laft war, made it necef- ^^"'" 
fery to {hew, in a particular chapter, what the con- 
fequences might have been, had the banks at that 
time totally withdrawn their credits, and given up 
bufmefs. This ftep would, Firft, have cut off their 
whole profits of banking. Secondly, It would 
have ruined the whole ciafs of exchangers j and 
Z 4 with 
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with them. Thirdly,, the whole trade and manufac- 
tures of Scotland. 

Chap. XIX. Here I take a farther ftep into 
thofe intricate combinations. I now ftiew how the 
whole obUgation, both of paying in coin, and dif- 
charging foreign balances, may be taken oS from 
thofe who adminifter a national bank. Their notes 
are propofed to be paid by a proportional transfer 
of intereft. ' All intereft due by banks on this ac- 
count, and to banks for credit given, is propofed 
to be paid in coin at cert^ terms. Thofe who 
have occafion for coin are to buy it at, the mint : 
but this coin is entirely calculated for domeftic cir- 
culation ; and therefore a very moderate quanticy 
of it will be neceffary. And with refpefk to the 
payment of all fuhis due to foreign nations ; I lay 
this upon government, according to the plan pro- 
pofed in the 5th chapter, upon exchange. 

Thus the whole policy of drculation is divided 
into three diftinft branches : . " 

Pirft, The melting down of property, and keep- 
ing circulation full at a]l times. This is the buit- 
" nefs of banks. 

Secondly, The providing of coin is the bufinels 
of mints. 

Thirdly, The granting bills on foreign parts, 
for value in the national currency, is the bufmefs 
of the ftate. 

Chap. XX. The objedion to this do&ine is, 
that if notes be not payable in coin, they will ceale 
to be of value. The anfwer is ftiort. The ufe of 
paper money is to keep reckonings of value be- 
tween people who have property j the ufe of 

coin 
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.coin « to avoid giving credit to people who have *^ 
none. *- 

The value of the paper in the country is afcer- 
tained by the value of the intereft which ought to 
be paid in coin; and by the bank's not being 
obliged to pay the capitals tn coin, you prevent its 
being carried off without neceSity, when a balance 
becomes due ■, vhich balance may be paid by the 
means of credit. 

Chap. XXI. I fliew, by many arguments, (af- c 
terwards employed in the loth chapter, upon pub- 
lic credit, and which render this combination more 
fimple than I fliould otherwife have been able to 
make it in this place) that the return of a favour, 
able balance of trade will clear the bauk of all the 
foreign debts contraded by it, for the relief of the . 
country J as a like Bivourable balance on the trade 
of Great Britain has the effect of fetting this nation ' 
free from a proportional part of the money due to 
ftrangers. In tliis cafe, the favourable balance is 
incorpdrated in th^ public funds due to natives : in 
the other cafe, it is incorporated with the ftock of 
the bank fecurities, and enables them to relieve that 
part of them which was engaged for the interelt ' 
paid out of the country. 

Crap. XXn. The conftitution of the bank of 
England differs effentially in fome particulars from 
that of banks upon mortgage, and private credit. 
It- is not fo much calculated for multiplying the 
currency, by melting~down private property, as for 
iacilitating the circulation of the trade of London, 
and exchequer of Great Britain. 

The grounds of confidence upon which the notes 
«f this company ftand are very gresU. 

Firft, 
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Firfl:, A capital of eleven oulliotu fterUng, for 
vhich they are creditors to the nation. 

Secondly, A fum of credit-caih at all times in 
their hand, of about eleven millions more. 

Thirdly, The bills of exchange of all the great 
merchants of I^rope, which they difcouot. 

Fourthly, When they iffue paper to government 
upon the ftiitfaoftaxes, or circulate exchequer bills, 
they have the fecurity of the public feith for the 
ihort advance of a few months. 

This bank, I have laid, is more uleful for pro- 
moting circulation than for augmenting it. It has 
however lent its alliftance in this relpe^ on very 
critical occafions. It has circulated exchequer bills ; 
and tallies, which, from difcredit at the time, were 
is ill calculated to fupply the ufe of money, as lands 
or houfes are, from their unwieldy na'ture. The 
great advantage the public reaped from fuch opera- 
tions, abundantly {hews the utility of banks, which 
are calculated for this very purpofe. 

The principal operations of this bank are, to re- 
ceive and pay away the greateft part of all the na> 
tional revenue, expences, and debts; to difoount 
bills of exchange payable at London, and to fupply 
the country with coin. 

The demand of London from the country of 
England for fubfifience and manu^idures is fo great, 
that the whole amount of what is fent up to that 
city, for taxes, and for land-rents there expended 
by the proprietors, does not con^enfate it. From 
which it follows, that by the bank's not giving 
credit upon' private fecurities, the whole of tbeir 
paper is in a manner confined to the capital ; and 

if 
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if any part of that paper cafually go into the cioiin- 
try, it quickly returns, in payment of what would 
otherwife be remitted in bills. So that paper cir- 
culation in the country of England is very inconfi- 
dcrable, when compared with the coin. 

The intention of this chapter is to examine and 
compare the principles of the two fpecies of bank- 
tng> and to point out their feveral confequences as 
to circulation ; from which I am led to think, th^ 
if banks of circulation were to be eltablifhed in the 
country towns of note in England, they would 
greatly promote induftry every where, and occaTion 
no inconvenience from their contrail with the na^ 
tional bank. 

Chap. XXUL After deducing the principles 
upon which the folidity of paper money is eftabliflied, 
I proceed to point out the bad confequences of iffuing 
bank-notes upon a precarious fecurity. The bank 
eftablifhed in France by Mr. Law, and the fatal 
cataftrophe it brought upon that nation, fumifli ex- 
cellent matter for illuftrating the doftrine of paper 
credit. 

The late King of France left, at his death, a 
debt' upon his kingdom of 142 millions llerling; 
the coin being at 28 livres the marc of fitver. 

Chap. XXIV. In a few months after bis death, 
the debt was reduced to 100 millions, by the turn 
of a wheel. The coin was put at 40 livres the marc. 
But as the hundred millions ft&rling, in intrinfic va- 
iue, after the reduSion, contained as many livres 
in verbal denomination, as the hundred and forty 
millions did before, the greatefl inconvenience dif- 
coTcred by the people was confined to the neceffiiy 
impofed 
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BOOK impofcd upon them to Jell their old coin at the 
K^-^-^j King's price. 

At this time Law fet up his bank, and without 
.doubt allied people in this refpe^l, with verj 
great benefit to himfelf. 
CRAP. Chap. XXV. He divided the captal ftock of 
^*^- the bank into izoo fliares, of 5000 livres each 
(the livre at this time was exadly a fliilling fterling) j 
and the purport of the notes he iffued was, that 
payment fiiould be made, at all times, in livres erf 
the fame intrinfic value. -' 

This bank was eftablifhed on the principles c^ 
the Scots banks, and lent fums upon every fpedes 
of good fecurity. The confequence was, that in 
lefs than three years, France, from being in the 
moft mifcrable fituation for want of money, credit, 
confumption, and induftry, was raifed, as by ma- 
gic, to the greateft affluence. The reafon , was 
plain : there wanted nothing but an inftrument to 
fet all the inhabitants to work. This Law gave 
them in a moment ; and their own work was the 
caufe of the affluence which aftonilhed them. 

This effeft was produced by an inconfiderable 
fum of notes : they did not exceed three millions 
fterling when Law gave up his bank. But credit 
and confidence were eftabUflied by this fmall fum ; 
and the notes brought out all the coin which had 
been formerly locked up. It is not a great quantity 
of money, but an exa£t proportion of it, according 
to demand,' which fupports trade and indudry. 
TTiis proportion may be fuftained by the means of . 
banks, but by no other expedient whatever. 

Chap. 
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Chap. XXVI. — XXXIIL Law's bank was no cpap. 
Tooner eftablillied» than he fought to enlarge his hot- .^^.^ 
torn. He found a trading company ruined in thdr af- ^^J^yf ■ 
fairs, though intitled to great privileges. He found xxxiu. 
aifo large fums of public ftate billets circulating at 
great difcredit, from an ill paid iniereft. He got 
a grant of the company to himfelf and affocia(es. 
He opened a fubfcription for 200,000 Jhares, of 
500 livres each.- He took payment in thofe difcre- 
dited obligations ; and when he had got the (late 
billets, (given in at fubfcribing) he engaged the Re- 
'gent to promife punftual payment of the ihtereft. . 
This was no fooner done, than the difcredited paper, 
which was become an afUon, or a Ihare, as we have 
called it, merely by being fubfcribed for to Mr. 
Law, rofe above par. The nation cried out, a 
Miracle ! Law was a faviour, in the eyes of fome, 
a conjuror in the opinion of others. " 

His credit and his capacity for condu£ling the 
greateft undertaking within the power of numbers 
and computation, being eftabliflied, infpired the 
Duke of Orleans with a fcheme of unbounded am- 
bition, which, in fevour of many who have never 
rightly comprehended the nature of it, I have been 
at very great pains to trace, in the eight following 
chapters. And as a recapitulation is ufeful to af- 
femble ideas within a fmall compafs, which have 
been very widely difperfed in the work itfelf, I (hall 
here, in a few lines, give a general idea of the whole 
plan. 

The Regent perceiving the ufe of paper money, 

well fecured on folid property, refolved to take the 

bank into his own hands, in order to ilTue paper 

fufficient 



5yGOC>^IC 



SS» AN INQUIRY INTO THE PRINCIPLES 

BOOK fofBcient to pay off the whole debt of France. Now 

w^v^ paper ilTued for paying debts b fecured upon no 
fiini) at all. It is the fame as if it were iffued for 
payment of meat and drink. The whole fecurity 
therefore was his own word. 

But the difficulty was to prevent this paper from 
inftantly returning upon the bank ; becaufe it far 
exceeded all the ufes of circulation, and, confe- 
quently, could not be etnployed in it. 

The expedient fallen upon was to raife the'value 
of the aflions of Law's company, (which by the 
fubfequent incorporation of new privileges were 
multiplied beyond 690,000) to a great height, by 
promifing great dividends upon them. The com- 
pany accordingly promifed a dividend of 200 livres 
a year, upon a capital which was originally worth 
no more than 500 livres. 

The great quantity of paper money difperfed had 
funk the rate of intereft to 2 per cent. The divi- 
dend, therefore, combined with the rate of intereft^ 
carried the market price of the aftion to 10,000 
livres. Here was a new fund provided as an outlet 
for all the bank notes paid to the creditors ; and in 
proportion as they bought the a£tions from the "Re- 
gent} or the company, whom I here confider as 
the fame, the notes were to be cancelled. 

By this operation all the debts of France were 
to be converted into aSions of the company of the 
Indies, and were to fliare its fate. But then it muft 
be remembered, that this company had in a mannei: 
the whole revenue of France in fiu-m ; and by a 
recapitulation of the different branches of their pro- 
fits, their income amounted to eighty millions of 

livres , 
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iivrcs a year. So that if matters had been well ' 
managed, had credit been fupported by feir deal- ■^ 
iast had no arbitrary ads of power, in tampering 
with denominations of coin and money, taken place, 
and had the Regent fupported and encouraged the 
company ; they infaO: might havB been able to pay 
more than • all that was required of them ; and 
the very diminution of the intereft of the public 
debts, by the fail of money to i per cent, was, in 
effed, cutting off one half of the capital. So that 
if we fuppofe the total value of the 2000 millions 
of debt equal to 100 millions fterling, the debts 
of France, by this fcheme, would have been redu- 
ced to an annuity of 2 per cent, on a 106 millions, 
or two millions fterling a year paid to the company, 
who then rcprefented the creditors of the nation. 
But the projeft was too great ; the capacity of 
thofe who were in the management was too fmall, 
and the time was too Ihort for bringing about fo 
great a revolution: thus it failed; but in a way 
which fuggefts no reafon to believe that it might 
not have been fairly and honeftly fupported. 

Chap. XXXIV. The denomination of the pa- 
per *as reduced to one half by an a£t of power : 
a man who, for example, had a bank note for 1 00/. 
had it reduced to 50/. This at once deftroyed the 
whole credit of France. But it would have flood 
■ its ground, without any doubt, had the Regent 
called the fifty pounds with which he paid fuch a 
note, one hundred pounds ; although, if you ab- 
ftraft from the interefls of debtors and creditors, 
which never were attended to, it was abfolutely the 
iame thing. The altering the denomination of 
1/ paper 
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BOOK paper implies, however, this additicaial injuflice 
■_,-.'-, above that of altering the denomination of coin, 
that it changes the value of the paper in all cafes ; 
becaufe it contains no other value than t^e de- 
nomination: whereas coin has a value indepen- 
dent of its denomination, which no law can ^ter. 
CBAF. Chap. XXXV. The form of a bank propo- 
*^*V' fed for France, in this chapter, is pretty much the 
fame with that mentioned in chap. 16} with this 
difference however, that here I have not even ad- 
nutted the payment of the intereft in coin, for fear 
that an a^ of power, by carrying off a few thouland 
louis d'ors on a preTent exigency, might totally ruia 
the credit of fuch a bank, and confequentty draw 
ruin on the whole nation. 

This bank is intended merely as an office for ' 
keeping accounts between people of property and 
the bank, and thereby of greatly increafing and 
fupporting circulation. 
cH A p. Chap. XXXVI. Having difmiffed the fubjeft of 
banks of circulation, I come next to thofe of defx}- 
fit. Here I deduce the principles iipon which the 
bank of Amfterdam is eftablilhed. 

This bank iffues no paper, and grants credit up- 
on no fecurity but coin locked up in their vaults'^ 
^ Confequently, the ground of their credit is the 
faithful prefervation of this coin. Were it at any 
time to be diminiihed below the value of the credits 
written in their books, the nature of the bank would 
be changed. Were the coin to be lent on good 
fecurity, fuch a bank would then immediately be- 
come a bank of circulation upon mortgage ; fmce 
it would be the fame as if the credit had been at 

fii-ft 
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fiifl: granted upon this fecurity. Were the coin dif- chap. 
pofed of for no value, the bank would be from that '.^.-^ 
moment bankrupt in iaft, although the fecret might 
be kept for a long time. 

Chap. XXSVII. The intention of eftabliihine chap. 

XXXVII 

a bank of this nature at Amllerdam was to fix ' 

the feat of trade in that city. The ordering all 
bills of exchange to be paid to the bank in coin, 
and the giving to the holders of the bills a credit 
only in bank for the value, was the eifeftual means 
of obliging the proprietors of this credit to carry 
on their trade in the place where their funds were 
■eftabhfhed beyond a pollibility of removing them, 
except by transferring them to others who, by ac- 
cepting of the transfer, came under the fame ne- 
ceffity. Were indeed trade to become incompatible 
with the fituation of the city, as if an earthquake 
were to fill up the port, then the bank would either 
be removed elfewhere, or the credit written in their 
books would become of no more value than gold 
in an inacceffible mine. This regulation prevented 
alfo the circulation of bad coin ; becaufe when ■ 
payment of bills was made to the bank, they took 
care that nothing but good coin ftiouldbe received. 

From thefe regulations it appears that money 
cannot be multiplied by banks of depofit ; but on 
the other hand, it cannot be diminiftied by expor- 
tation, without the aft of the bank ; and the tranf- 
fer of credit anfwers every. ufe of coin in trade, and 
prevents alfo its wafte in circulation. 

Chap. XXSVIIL Coin is liable to conftant vi- chap. 
cillitudes. Its denomination may be changed by 
an a£t of power, and its real weight may be dimi- 

VoL. IV. A a nifhed 
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BOOK niOied in circulation. But when it is locked up, alt 
i,,.-.^' thcfe inconveniences are prevented. Bank money, 
therefore, being the value of the coin locked up, 
is conftantly the fame : whereas all coin which cir- 
culates is liable to variations ; confequently, thefe 
variations relate to the ccnn which circulates, and 
not to the bank-money. The difference between 
the value of the one and ihe value of th^ other is 
called agio. 
CHAP, Chap. 5XXIX. Many have imagined the trea- 
XXXIX. CQj.g qC ^^^^ hztik of Amfterdam to be immenfe j be- 
caufe nobody can ever take any thing from it, and 
that it is conftantly receiving new augmentations : 
but the policy of the bank itfelf deftroys this fup- 
pofttion, and fhews plainly, that the fum locked 
up never can exceed what is abfolutely neceffary for 
circulating the trade of the city. 

It is true, no perfon can go to the bank and 
demand to have the amount of his written credit 
paid him in coin. But were the written credits to 
exceed tiie ufes found for them, the value of fuch 
bank-money would diminifti ; confequently, the 
value of the circulating coin would incre;ite, which 
is the fame thing. Now as this would prove a 
great difcredil to the bank, they employ a fet of 
cafliiers or brokers to keep the balance even. 
Their bufmefs is to buy and fell bank credit with 
current coin, and to thefe the bank gives credit. 
"When there is i demand for bank credit, the caihiers 
fell it for coin, and both parties going to the bank, 
a new credit is written, or the caihier's credit i» 
transferred to the buyer. When, on the other 
hand, coin is demanded for bank credit, the caihiers 

pay 
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J)ay for it with coin which the bank lends them ; '^" *'• 
_ and- for repaying the bank they transfer to the bank t—v^ 
itfelf the credit the>y have bought with it. This 
heeds a little explanation. Suppofe one to have ■ 
credit in bank for a thoufand gilders, which he 
wants to fend away in coin. He goes to the 
caihier and fells his thoufand gilders of bank credit : 
the bank lends his thoufand gilders to the caihier, 
and the man who fells the credit gets the coin, and 
makes a transfer of the credit in favour of the cafhier. 
But as the cafhier owes this fiim to the bank, he 
transfers this credit to the bank itf;lf, in payment 
of the thoulknd gilders borrowed j and then the 
bank may expunge it, if it pleafes, from its books j 
becaufe it is due to itfelf. Thus although no mo- 
ney can be demanded of the bank by one who has 
credit there, the bank itfelf can give the money ,to 
a. third party who pays it for them. 



Part III. Of Exchange. 

Chap. I. "pOREIGN circulation is carried on 
by bills of exchange. 
When reciprocal debts are contracted by diiferent 
Countries, the creditors in both take payment at 
, home for the bills they draw to the order of thofe 
who pay for them ; and they again indorfe the bills 
to their creditors abroad. 

In this contraft four parties concur : the domef- 

tic and foreign creditors ; the domeftic and foreign 

A a 2 debtors. 
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debtors. This operation can extend ilo farther 
than to the amount of reciprocal and equal debts ; 
'if there be a, balance owing upon one fide, this 
balance mufl: be paid in value, either in money 
or merchandize. Now as a debt is much eafier 
difcharged by compenfation than by payment, 
merchants endeavour to profit of this compenfa- 
tion ; but as every one endeavours alike to com- 
penfate when there is a balance on one fide, it 
affeds the whole courfe of the exchange, and 
every one mufl: bear his fhare of the expence of 
paying it. 

If London (hould owe a balance to the world, 
after compenfating all that the world owes to her, 
every London-debtor to the world will wifh to com- 
penfate ; confequehtly, he will look out for one who 
is creditor to the world : but this fearch betrays the 
fecret, and Ihews that he is the demander ; upon 
which the other avails hjmfelf of his fituatfon, and 
refufes to compenfate without profit. Hence the 
fecrecy faid to be requifite in this branch of trade. 
,lt is requifite to the trader onl\*, whofe Intereft is 
concerned ; becaufe whatever one fet of merchants 
in a place wiJli to conceal, another fet have con- 
ftantly an jmcreil: to divulge. The intereft of the 
ftate confifls in prefervlng an equality of profit and 
lofs among them all ; and in facilitating to them 
the paying and receiving of the balances due upon 
the total of all their tianfaftions. The lofs of the 
nation is upon the balance due by the country ; the 
expence of paying the balance, which is the price of 
exchange, is merely a relative lofs to fonie of her 
fubje£ts, and a relative gain to others. 

The , 
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The atrenrion, therefore, of a ftatefman in what 
regards exchange, is, Firfl, To take care that the 
true par between the value of the national money 
and the money of other nations, (liall be as much 
■ as poflible proportional to the qimmiiy of inetal con- 
tained in each. 

Secondly, To remove domeftic Inconveniences 
in paying with the metals, or national coin, every ■ 
unavoidable balance. 

Thirdly, To hinder the expence of acquitting a 
fmall balance from occafioning a lofs on the com- 
penfjtion ofreciprocal debts. 

And, Fourthly, When he finds an inconvenience 
in allowing the metals or coin to go out of the coun- 
try, he mufl alTifl: in having the balance paid ia the 
way of credit. 

Ch-u*. II. The bed method for determining 
exadly the true and intrinfic value of the metals, 
coin, or money, in which the balance due to or 
from a foreign nation, is to be paid, is to compare 
the value of a deijrminate weight of fine bullion 
with the refpedive denominations of the, coin in the 
two places exchanging ; to confider thefe denomi- 
nations as the real par of each other ; and to flate 
the difference between them, and what is paid for 
bills at fight, as the price paid for the exchange. 
Example. Suppofing, that at a certain time, we 
ftiall find one ounce troy of fine gold, to be worth, 
in the London market, 4J. 8j. ; and that an ounce 
troy of fine gold, fhall be at that time, worth 99 
livres in the Paris market. Then 1 fay that 4/. 8j. 
is the exaSt and real par of 99 livres French : and 
whatever more or lefs than 99 livres I iball receive 
A a 3 from 
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' from an exchanger for my bill on Paris at fight, for 

^ 4/. 8j. mull be afcribed to the influence of exchange. 

To render this method of calculating the more pracf 

ticable, a propofal for rendering all mint-weights 

more determinate is fet forth in a note, 

Chap. III. When upon the whol^ of a nation's 
trade with the refl of th^ world, a balance is due, 
it muft be paid, either in intrinfic value, which 
totally difcharges it, or by giving fecurity iFor it, and 
paying intereft until the difcharge can be obtained, 
We confider in this chapter the methods of dif- 
charging it. 

A ftatefman is the bell judge when his people 
pnght to pay with bullion, and when with credit. 
If he approve of their paying with bullion, that is, 
with gold and filver, he Ihould render the exporta* 
don of the metals as eafy as poffible. If a duty be 
laid upon coinage, he need not be afraid that any 
one will fend off the coin, as long as bullion can 
be found j and when this becomes fcarce, if he do 
not choofe that his coin Ihould gp out, he muft lend 
his afliftance in order to pay with credit. If he fmd 
it againft his intereft to pay either in one way or 
in the other, he muft put a ftop to the trade which 
creates the balance : for while fuch trade is permit, 
ted, he will find it beyond his power to prevent the 
payment of the balance in the moft hurtful way 
poffible to his country. 

I here obfcrve, that in countries unacquainted 
with trade, and in others where the whole external 
commerce is carried on by ftrangers, a good expe- 
dient for cutting off fuch hurtful branches of traffic 
is to lay all the refttaints poffible od the exporution 

of 
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of the metals, in order to promote the exportation 
of what the country can offer in return- But when 
trade and induftiy are eftablifhed, thefe reftridions 
.ceafe to be iifeful ; becaufe merchants will then find 
a "profit upon exporting domeftic produftions, which 
they never can find upon exporting an intrinflc va- 
lue. 

A ftatefman, therefore, fliouid conduft his ope- 
rations according to the fituation of ^is country. 
If foreign trade be unprofitable, cut it off as much 
as poflible ; and lay every reftraint upon the expor- 
tation of the coin. If it be profitable, tay ho re- 
ftriftions on payments , becaufe you are furc you 
will gain upon the whole. And if, in any particur 
lar cafe, you would keep your Coin at home, mort- 
gage your countiy, and pay with your credit. 

If, when you are obliged to check foreign trade, 
and lay prohibitions on the exportation of your coin, 
exchange be found to rife to a great height againft 
you ; comfort yourfelf, that this exchange will pro- 
duce no national lofs : it will be paid within your 
own country by thofe who confume foreign com- 
modities, to thofe who are at the trouble aod'ex- 
pence of tranfa£iing the balance. 

Chap. IV. Here I demonftrate what before I 
had in a manner taken for granted, viz. that the 
price of- exchange is neither a national lofs, <«• a 
national gain ; but whether it be in favour or againft 
a country, it produces an inftability in the profits 
upon trade, and fliould therefore be kept low by all 
poflible methods. I alfo fliew how the [wice of ex* 
. change is favourable to expratation, when the ba- 
lance is againft a country, and how it is uo&vour- 
• A a 4 able 
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BOOK able to exportation, when the balance is due to the 
v— ^-ii,^ country : and fince whatever exchange is gained by, 
exporte,rs is ioft by importers, and •vice ver/a, fotne 
have concluded, that an unfavourable balance does 
of itfelf deftroy its own pernicious effefts, and fets 
, the balance even ; I' endeavour to difprove this pro- 

pofition, by fhewing how the importers are ind.m- 
nified, as to their lofs by the exchange, from the 
additional price they get for their foreign commo- 
t^ities at home ; whereas the exporters cannot raife 
the prices of their goods abroad ; becaufe foreign 
competition will not permit them. So that in one 
cafe the wrong balance hurts the rich confumer at 
home, vfho can bear the lofs ; and in the other, 
the right balance hurts the poor manufafturer, 
who cannot. Hence I conclude, that it is greatly 
for the interefl: of a trading ftaie to keep exchange, 
at all times, as nearly at par as poflible. 

That this is a prafticable fcheme, i prove by a 
matter of fa(3:, and by an experiment made in 
France by a late minifter ; where, upon a certain 
oecalion, the exchange having rifen to a great height 
againH: France, he immediately brought it to par, 
by ordering bills upon, Holland to be turnifhed at 
par, to thofe who Oiould demand them ; taking 
upon himfelf the expence offending the money paid 
for fuch bills, to the place upon which they were 
drawn. 

I obferve, however, that fuch operations can be 
recommended to fuch ftatefmen only, as prefide 
over the interefts of flourifiiing trading nations ; 
becaufe in proportion as thefe are benefited by faci- 
litating the payment of the cafual balances due by 
then^ from time to time, fo isx is a pmdigal nation 
3 hurt, 
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hurt, by facilitating the diffipation of their property, 
and by contriving a ready method for transferring 
it to foreigners. 

Chap. V. When a nation ftill owes a balance, 
after all the payments it has been able to make, 
either in coin, bullion, bills, or merchandize, it is 
evident, that this balance cannot be fatisfied except . 
by obtaining credit for it, at the expence of mort- 
gaging the country and paying intereft for what is 
owing. When this, however, happens to be the 
cafe, it involves the nation-debtor in a multitude of 
expenfive operations conducted by exchangers, 
who conftantly find a profit in carrying them\ on, 
thoiigh ac a very great iofs to individuals within 
the country. To prevent this inconvenience, I pro-, 
pofe, that the flatefinan fliould take upon hirtifelf 
the care of obtaining credit abroad, for the balance 
due by the country he governs j and that the ex- 
pence incurred by this operation fhouEd be defrayed 
by the public, whereby every individual within the 
flate will contribute his fliare towards maintaining 
an uniformity in the profits upon trade, and fup- 
porling the ftability of commerce, from the regu- 
larity of the courfe of exchange at all times. This 
operation refembles very much another of which we 
have already fpoken in treating of banks of circula- 
tion upon mortgage. There we recommended the 
payment of foreign balances as a proper branch of 
bank adralnlftration : here we recommend it to a 
itatefman to interpofe voluntarily between his fub- 
jefts and their foreign creditors. This is the beft 
method for fupporting commerce, when it acciden- 
tally happens to f^^l under the difcouragement of 
an unfavourable balance. . . 

' Part 
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Part IV. Of Public Credit. 

CHAP. Chap. I. 'THE credit of a flate refembles, in 
^* moft things, that of an individual : 

they differ however in this, that when a private 
man contrafls a debt, he himfelf is anfwerable for 
it. When a ftate contrafts a debt, thofe who con- 
traft the obligation in the name of the ftate are not 
^ ■ ' refponfible for it. Hence it happens, that private 
people are commonly more anxious about paying- 
their debts than ftatefmen are who adrainifter fw 
the publit. Another difference is, that public debts 
do not fo much affeft the profperity of a ftate as 
private debts do that of the debtor. The intereft 
of a private debtor is fimple and uncomporu'nded j 
that of a -ftate is fo complex, that the debts they 
owe, when due to citizens^ are, on the whole, ra- 
ther advantageous than burdenfome : they produce t 
a new branch of circulation among individuals, but 
take nothing from the general patrimony. 

In deducing the principles of public credit, we 
fuppofe it to be an eftablilhed maxim of the ftate 
to adhere to the faith of their engagements ; that a 
permanent fund be appropriated for the payment 
of the intereft of all the money borrowed ; that li- 
berty be left to the ftate to redeem the obligation by 
adequate payment ; that an eafy transfer of the ca- 
pital from hand to hand be pertiiitted, in order to in- 
demnify every creditor for the lofs of his capital, 
which is not demandable from the ftate, as is com- 
monly the cafe in private fecurities. 

The 
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The confequence of the fwelling of public debtB, c h a f. 
is, to occafion a proportional augmentation upon *__-v---' 
the contributions out of prirate property. The 
conl'equence of this again, is, to produce a vibra- 
tion in the balance of domeftic wealth. This cre- 
ates a monied intereft, which fwells in proportion as 
public debts increafe ; and which may fwell to fo 
great a height as to transfer the income of a whole 
nation firom the nominal proprietors to the public 
creditors. 

A ftatefman, therefore, ought carefully to attend 
to the fpirit of the nation he governs, before he 
gives way to a regular and fyftemaiical augment- 
ation of pqblic debts. In monarchies, the propri- 
etors of lands may bear for a while the temporary 
diminutions of their annual income, though they 
will not eafily be made to fnbicribe to a plan which 
evidestly tends to deprive^ them of all they have, 
and to transfer their power and property to a fet 
. of men whom they have always confidercd as' their 
inferiors. 

. In monarchies, therefore, a great increafe of pub- 
lic debts will more probably bring on a national 
bankruptcy, than in governments which participate 
p{ the republican form. 

The confec^uences, therefore, of the fwelling of 
public debts may be, either, Firft, To difturb the 
tranquillity of the ftate, by an attempt to transfer 
the property of it from the real poffeffors to a new 
created awnied intereft : or. 

Secondly, If a fyftematical plan of borrowing 
Vpon folid lecurity be not laid down, it may me- 
chanically ch^7 on a ^enei^l bankruptcy : or. 

Thirdly. 
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Thirdly, If debts be allowed toXwell beyond due 
bounds, fo as to hurt the intereft of the great body 
of the proprietors, the ftate may be engaged to adopt 
the fatal expedient of a fpunge : or, 

Fourthly, If the fpirit of the people prove com- 
patible with the fydem of borrowing and fupporting 
public credit to the utmofl: extent, then the whole 
income of the nation will remain in perpetual fluc- 
, tuation, paffing from one fet of creditors to another, 
the ftatefman ftill retaining the adminiftration of it 
for their ufe : or. 

Fifthly, If the debts contraded become the pro- 
perty of foreigners, thefe will either remove into 
the. country where iheir funds are, or the income 
of the whole will be converted into a foreign tri- 
bute. 

Chap. II. While public expence was defrayed ■ 
from treafures, public credit was a thing unknown. 
"While it was fupplied from rapine and extortion, 
credit never coald exift. During the fimplicity of 
ancient manners, when there was neither induftry 
or circulation, credit was unneceffary : the coin 
was more than fuSicient to ferve every purpole of 
alienation. 

"When trade and induftry began to make a pro- 
grefs in Europe, in the Hans towns, and in the 
republics of Venice and Genoa, the confequencee 
of their credit were foon felt by princes, who auk- 
wardly began to imitate their example;, firft, iby 
borrowing money upon mortgages of their lands 
and principalities ; and afterwards by impofing 
taxes and felling them for what they could get to 
a moft rapacious fet of men, the tax-gatherers. 

This 
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Tbis.fpread oppreffion, and this again foon brought chap. 
the prince to poverty. ^»l-v-^ 

Taxes, however, once eftabliflied in this violent 
method, and upon urgent occafions, came, in time, 
to be improved, and formed a laige fund, which 
now ferves as a folid bafis for public credit. 

Chap. 111. While taxes were appropriated for chap. 
a time only, for the repayment of the debts con- 
tracted by a ftate, the attention both of the ftate 
and of the lenders was totally fixed upon the dir- 
charge of.the capitals : but in proportion as money 
increafed, in confequence of the modern fyftenv of 
political ceconomy, the lenders formed to them- 
felves a new point of view, viz. the acquifition of 
a permanent intereft arifing from a transferable 
capital. 

In order to make this change of policy from bor- 
rowing with an intention to repay the capital, to 
borrowing with an intendon to pay a perpetual in- 
tereft, the more fenfible, I have traced in this chap- 
ter the progrefs of the firft, by a review of the plan 
of public credit in England until the end of the 
laft -century. 

Here I brieBy analize the fentiments of Dr. Da- -» 

venaut, and compare them with thofe eftablilhed in _ ' 

our own days, when the latter policy has taken 
place ; and upon the whole I conclude, that the 
difference between the fyftetp of public credit then 
and at prefent, has proceeded principally from the 
difference in the ftate of circulation, and from the 
expedients now fellen upon for increafing the quan- 
tity 6f money, in proportion to the ufes found 
for it. 

(^HAP. 



,iGoc>^lc 



i6S • AN INQUIRY INTO THE PRINCIPLE^ 

BOOK. CHAt*. IV. I then compare the flate of pubKtf 
^.«_J-»^ credit in France,, during the adminiftration of Car* . 
CHAP, djnal de Richlieu, with that of England immedi- * 
ately after the revolution. Here I endeavour to 
point out the influence which the diiferent forms 
of government have upon the ftability of public 
credit, both in contracting and in paying ofiF public 
debts. 

In France, the power of the Prince fumilhea 
many expedients for paying off capitals, which had 
been borrowed at an exorbitant intereft in times of 
public diftrefs. 

In England, the limited power of the Cf oi^n, and 
the refponfibility of miniders for their exercife of 
it, is a great fecurity to thofe who lend money 'tu 
the ftate ; and confequently, proves a very great 
advantage in contrading debts upon reafonable 
terms. . 

The longer the two ftates fubfift, the greater will 
the- advantage be found in ftivour of that which 
adheres the moft, ftridly to the faith of its public 
engagements. 

When the credit of France and England are 
compared together, the difference between them is 
mod remarkable. The ftri£l adherence to the faith 
of public engagements has eftabliflied^ -in Eng* 
land, fo nice and fcfupulous a credit, that the fmall* 
eft deviation from its principles may prove • fatal to 
the whole fyftem. The credit of France, on the 
other hand, has been accuftomed to a rougher 
ufage ; and the frequent afts of power, to the pre- 
judice of creditors, occafion rather a temporary 
damp than a total annihilation of their credit for the 
future. 



■,,Goc>^lc- 



OP POLITICAL CECONOMY. , 367 

future. Such a£ts of power, however, in critical chap. 
circumftances, prove extremely hurtful ; and the • _^,-^ 
advantage of a well eftabliflied credit will, in all 
probability, either open the eyes of that nation to 
their own intereft, or bring calamities upon them, 
which in their prefent fituation, appear little to be 
feared. 

Chap. V. This chapter contains a, (hort Iketch of chaf.: 
the plan of public credit, as it has been carried on in 
Great Britain, from the end of the lad century, to 
the conclufion of the peace in 1 763. I here enume- 

■ rate the principal operations of credit, which have 
been calculated for enlarging the fund of Britilh cir- 
culation, by engaging the bank of England to turn • 
into money the difcredited bills and tallies of the ex- 
chequer. I have pointed out the principle which 
circunjfcribes this power in the bank within certain 
linvts. I have traced the progrefs and fluctuations 
of the intereft of money j which have conftantly 
been in proportion to the demand for borrowing or 
lending at the time. I have mentioned the rife of 
the finking fund, and the ufe which has been made 
of it. I have endeavoured to explain the methods 
of borrowing by premium, and have pointed -out 
the inconvenience attending this plan, as long as 

. the principal view of dimlnifliing a nation's debt i> 
confined to expedients for lowering the intereft of 
the capital. I have ^en a pwogreflive ftate of the 
augmentation of the debts of Great Britain at the 
end of every war ; to which I have fulyoined a 
fiiort ftate of the nation at the laft peace. 

I conclude my chapter, by afligning reafons for 
the prefent low ftate of public credit in Great Bri- 
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BOOK tain ; which has been principally owing to the large 
■ I ■-. 'i_r funis of borrowed money invefted in the funds be- 
fore the- peace, upon the profped of a fudden rife 
in their price, on the reiurn of public tranquillity. 
This rife would, undoubtedlyi have happened, had 
it not been dbflrufted by the n,ec(;fliiy which the 
noniinial ftockholders were put to, of bringing their 
funds to market, in order to anfwer the demands 
, of thofe from whom they had borrowed what they 
Jiad inveflt^d in the funds : and until this opera- 
tion be conipleated, that is, until the funds of Great 
JSritain become veiled in the real proprietors of tbem, 
the ftate of public credit will conftanlly be undeter- 
mined. 
CHAP. Chap, VL Having given a fhort {ketch of the 
^'' prefent ftate of public credit in England, I endea- 
■ vour, in this chapter, to extraft, from the beft pri- 
vate authorities to which I could have accefs, a pa- 
rallel view of the affairs of France, as far as relates 
to its revenues, taxes, and debts, at the peace 1763. 
By the revenue of France, 1 here iinderftand, not 
only what comes clear and nett into the King's cof. 
fers, but alio what is farther levied upon his people. 
The parallel therefore will not hold between the 
revenue of France and that of England, as re*' 
prefented in the preceding chapter, without at- 
tending to this difTerence. 

The nett revenue of England charged with all its 
debts and expence of government, we have faid to 
amount to 10,213,000/. The grofs revenue of 
France, on the other hand, appears to amount to 
24,,740,334/. fterling. 

But if from this laA fum be deducted that 

part which never enters the royal treafure, and 

which 
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which ia expended in levying the revenue, and in chap. 
appropriations for particular petpetual expences, w^-w 
to ^e amount of 6 8 1 5 1 1 1/. fterling, there vill re- 
main of net income, paid into the King's coffers, 
and charged with all the debts and expence of go- 
vernment, no more than 17925 733/. fterlii»g. 

If from this fum we dedud the total amount of 
the net .revenue of Great Britain, (10 213 000/. 
fterling)' the remaining fum of 7712 723/. fterling, 
will fhew the excefs of the French revenue above 
that of England. 

The foregoing fum of 1 7 925 723/. fterling, arifes 
from the following branches-:- 

Firit, Thofe which compofe the thing's ordinary 
revenue J which, at the peace 1763, amounted to 
12546666/. fterling, burdened with the payment 
of 2 032 222/. fierling of intereft of the debts charged 
upon it. 

Secondly, The extraordinary taxes eftablifhed 
for a Bmited time, after the peace of Aix-la-Chapetle. 
TTiefe amount to 2 326 13^/. and are totally appro- 
priated for the payment of capitals, and jnterefl up- 
on them, incurred during the late wai^, according 
to the principles of public credit in pradice in Eng- 
land, during the reign of K. William and Q^ Anne : 
and fb foon as this fund has cleared the charged up- 
on it, it is to ceafe, being no' permanent branch of 
revenue. 

Thirdly, The extraordinary revenue raifed on 
account of the laftwar. This amounts to 3052 
923/. llerling, and confifts of the fecond -and third 
' twentieth penny, granted for a very limited time, 
and appropriated, as the former brand), for dif- 
- Vol. IV. B b charging 
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B oo K charging the debts htriy contraaed. The fum of 
.-^^frn^ thcl« throe brandies make the total of the 17 925 
723/. paid ia to the King's treafury, and burdened 
with aU the public debts. 

If we therefore fuppde the two kft branches of 
French revenue to be continued until all the debts 
charged upcn them be paid, then we Aalt find the 
ftate of that kingdom reduced to the King's ca-dinary 
ieven«eof 1 2 546 666/. ; from which howewer muft 
be deduSed at lesA one half of the capitation. This 
half amounts to i 182 222/. flerling, and » lb bur- 
denfome, that its contimiancc will be impeffible. 
The revenue therefore will be reduced to 1 1 364 
■ 444/- fterrmg, charged with 2032454A fterlkg, 
intereft ci debts; of which indeed 711 tiiA ato 
. annuitiet upon livee, and muft therefore be extaih 
guiflied in time. 

According to this view, the revenue of-Fr»»c* 
will be 1 1 364 444/. fterling, charged with the an- 
naai payment of 2 022 222/. intereft of debts : and 
the revenue of Great Britain b 10213 oooL charged 
with the annual fuin of 4 860 ooaf. irOerefl: of debts. 

What remains free tbr France is 9 342 2aa^ fter- 
ling J and for England, 5 353 000/. 

But out of this free revenue of Franca awft bo 
d^du^ed the permanent articles of ezpence div'ged 
upon the ordinary revetme, exclufive of the inter^ 
of debts already dedufted. Thefe articles amount 
to the fum of 8 468 889/. which being dedudted 
from 9 342 322/. leaver a free b^ance of no more 
*an 873 333^ 

On the other hand, if we fuppofe the net amount 

ef-the reveoue of Greia BritiUB, after pa^i^ the 

intereft 
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intereft of itsdebts, to be. as above, c^C'tooo/.; ci)ap. 

XIII 

abd if the expence of Afi ctiirent fervice of the yeai^ '— ,rw 
induduig the civil lift, be fuppofed t6 aihount to 
48tX) 000/. ftetHBg, as it nearly did, before the, 
commenoement of laft war, Uicre will remain of 
free balance 553 ooof.* 

From atl which we may conclude, that; ' abftrafti 
ilig from extraordinary fuppGeB for eXtracffdihary 
extgefides, the revenue of both nations is prett^ 
nearly in proportion to thdr cdrTenf expence ; and, 
ther^re, thdr fefpedive powers, when engageil' 
in war, will be in proportion to thdr crfedlf at ih% 
time. 

CHAt>. VII. In comparing the credit of the t»d chap. 
nations, two things enter into confideration. Firil, "'■ 
the confidence of the world, in the foUdity of thdt 
refpeftive pubUc faith. This I take to be totailf ik 
favour of the. Britilh nation. The fecond ir, thi 
foUdity and extent of the funds, wWch arc tt* be 
provided in fecurity of the ^ms to be borroved 
upon future emergencies. Thde refources, in 
France, we have fee^n to conQft in thdr dixiemes^ 
vingtiemes, double capitation, and Atraordinary 
impofitions upon the clergy, and other bodies poli- 
tic ; taxes fo burdenfome in their nature^ and fo 
Contrary to the fpirit of the French nadon, that if 
is hardly pbffible they ever can be made fo perma- 
nent as to anfwer any other purpofe than 2 fliort ~ 
temporary appropriation. 

* But if the ccn-ent annual eXpence fliould not exceeii 3 £00 
OooL ot44boocol. including the civii lift, «hich is deafly the 
prcTent eftimate, we may then add 400 aoel. W tlie frte bakti4^, 
and ftate it at 950 cool, in round nutttbon. 

B b 3 The 
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The true refources of France are confined to 
tbofe taxes upon confumption above enumerated, 
. which do not enter into the ordinary revenue, and 
which are now impofed and appropriated for a time 
only. When thefe taxes become free, they may 
no doubt be rendered perpetual, and appropriated 
for a future fund of credit. 

Chi the fide of Great Britain, the cafe is dtSerent. 
The greatell part of her revenue is ab-eady perp&- 
tual ; and the only two branches of annual grants', 
the land-tax and malt-duty, are nut fo excefiively 
burdei^ome, nor fo repugnant to the genius of the 
people, as to render the raifing of them -at all pre- 
carious. And were this nation once to adopt the 
fyftem of raifing money annually, in time of ^ace ; 
fufficient to defray the charges of government, the 
fihkitig fund would prove a refource for the future, 
far above any thing that France can boaft of. 

Chap. VIII. Having by this (hort fltetch of the 
Hate of credit in Great Britain and France, prepa- 
red a fort of canvafs for our farther reafoning, I 
proceed to apply principles to feme combinations, 
'^hich may be formed concerning the confequences 
of an overftretched credit. 

In proportion as credit is ufed for borrowing 
money to be feiit abroad, either a fupply of curren- 
cy muft be provided for filling up the void thereby 
occafioned to circulation, or alienation, trade, in- 
duftry, &Ct' muft fuffer a check. 

And even although money Ihould be borrowed 
to be fpent at home, an additional quantity of it 
mufl be added to circulation ; becaufe this new ex- 
peace of the ftate will require it. 

1 Eveiy 
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Erery fimd of property may be converted into chap. 
money, with the affiftance of credit, provided the •_^,-,^ 
flatefman leads his hand to the operation : and the 
fundamental principle for fnpporting credit of all 
kinds, is, to fupply every one with money who has 
property to pledge for it. 

When money is borrowed by a Aate, to be fpent 
abroad, the loan muft dther be made in $oin^ or 
in paper. If in the firft, this coin will be exported ; 
becaufe coin is the money of the world : if in pa- 
per, this paper mult dther be converted into coin, 
and exported, or the value of jt niuft be remitted 
in bills, drawn upon countries, debtors to England, 
for example ; or, in the laft place, it mull be paid 
in the way of credit, by conftituting England dtetor 
to the Continoit for it. When it ^ paid by bills 
drawn upon countries, debtors to Englfuid, then 
. the confequence offuchaloan is to convert the 
balance of trade into a capital in the public funds. 

In whatever way money be borrowed by a Hate, 
whether from natives, or.'foreigners, the confequen* 
ces are the fame. The op>eration of a &vum-able 
balance of trade will transfer what is owing to ib- 
. rdgaers in favour of natives ; and a wrong balance ' 
of trade will transfer the property of natives to fo> 
reigners. 

If DO check be put to the augmentation of pub- 
lic debts, if they be allowed conftantly to accumu* 
Ut«, and if the fpirit of a nation can patiently fub- 
mit to the natural confequeuces of fuch a plan, it 
mud end in this, that all property, that is income, 
will be fwallowed up by taxes ; and thefe w'U l>c 
transferred to the public creditors, the ftate retain-r 
ing the adminiftration of it. 

B b 3 The 
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The fhts, ID this cafe, vBl always cpnfidcr thofe 
I who enjoy tKe national incoime as the body of pro* 
[»i«tors. This income will continue the fame, 
and the real proprietors of it, namely the creditors, 
viti pay the taxes impofed ; which taxes may be 
mortgaged again to a new let of men, who wiU re> 
tun the denomination of creditors } until by fwal- 
hnring up the former fet of creditors they will 
Sip into their places, and become the body of pro- 
prietcH^ in their turn, and thus perpetuate the circle. 
Chap. I£. But aS' a thousand accidients may, 
and certaiitty wilt, put an end to public credit, be> 
ibrefucb intricate -revolutions can be accompliflied, 
*he confequ(5ice muft be a bankruptcy; TWs may 
dthef happen by a deliberate, aft of goveriimaM, 
or from the natural confeqaences proceeding from 
an over-ftretclied credit. 

I here endeavour to ibew, tliat it is impoffible to 
form a fuppefition, in which a deliberate ad of 
^nkruptcy can become a prudent meafure, The 
cmly end that could be prc^fed to be attained 
Aereby, would be, to relieve thofe who are opprefied 
by taxes. But a fudden abolition of taxes would 
have the eSieft of ruining the landed intereft, as 
well ak all the mimufi^fluring cla0es. Sudden re- 
volutions are conflahtly pernicious j and no revo- 
hition can be fo fudden as that of a bankruptcy. 
H fuch a revolution Ihould happen, from, circum- 
ftances which can tieilher be forefeen or prevented, 
the bell expedient would ftill be, to adhere, as 
much as poflible, to the faith of public engage- 
ments ; becaufa no other expedient would be fo 
pToduSive of good confequences, in fuch a cala- 
mitous fituation., 

While 
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"W^e dw d^s f^ a fiatioti are due to its own 
fi^e^, aod ivbile there remaiiis aay bakoce due < 
in favour of the nation, no increafe of debt& can 
iieceffarilj bring on a baokFujUcy. It is a contfa- 
di&ioa to fuppofe that a nadoa caa become bEoik- 
xupt to itfetf. But vhen, upon the general ftate 
of payipents between a nadon and the world, there- 
is found an annual balance due, which cannot be 
compenfated either in the way of payment, or in 
the way of credit, then indeed a. bimkruptcy be^ 
comes uDavoidable. 

From this- reafoning we may conclude, t^at the 
method of determining the exad exti^U of public 
credit* is to keepa watehf^eye upon the iacreafe 
of debta due to fisneigners, and to compare thefo 
with the favourable b^ance upon the traidiB of the 
Hittiim. Wh^ thefe ddits and this bailee begia 
ta draw near to an equality^ if part of the capita 
be not immediE^ly paid off, by an augmentaition 
iif on public contElbutiona, tfo bi&Ilible confe^uenee 
wiH-be a ftate-bankruptcy. 

CuaK S. The firft ret^uitite 'iar contra&ing 
public debts, is to eftabUfh a fund fpr ful61Ung piri>- 
lic CBg^emcnts. This procures ^e coniideace of 
the lentteu. The next is, to eflablift an extenfivs 
j|4aa of credit at home, which may be iufficient ^ 
all times to keep circulatlcai fuU> 

What, from the effe^h of borrowing, too great 
flidis, arc, from dme to time, drawn out of circu- 
lation, this void muft fpeedily be filled up. If this 
^e negle£ted, taxes will not be paid, as has been 
often obferved : befides, if money be allowed to 
become too fcarce, in proportion to the deomnd ioc 
B b 4 it. 
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BOOK it, interefl: will rife, and borrowing will become 
*mm-^—m^ proportionatly more burdenfome to the ftate in ge- 
neral. 

Foreign cxpcrice frequently drains the fund of 
drculation at home : hence a multitude of inconve^' 
niences arife. To prevent thefe, I fuggeft a new 
fcheme of borrowing, by opening fubfcriptions in 
Ibrdgn countries and by paying the intereft annually 
in the place where the money is ful^cribed for. 
This .being to be remitted by the country boirow- 
ing, a ftatefman may, with the greater eafe, obvi- 
ate the inconveniences which might arife to circu- 
lation from fuch remittances. 

In this chapter, I endeavour to prove by new- 
arguments and iltullrations, that national diltrefs is 
more owing to a fcanty circulation, than to a dr-. 
. ■ cumfcribed property ; and a ftatefman who neglefts 
to employ every method for keeping up the circu- 
lating equivalent within the (late he governs, to the 
full proportion of all the ufes found .for it, hlh in 
the moft effential requifite for promoting the prof- 
penty of his people, and the eftablifhment' of his 
own credit. 

Having pointed out the methods of £ontra£ting 
debts, I proceed to- the method of paying them. 
This may be accompliflied in fix diSerent ways, by 
the help of a linking fund ; which, 

Firft, May be applied annually, to the difcharge 
of certain capitals, at the option of the ftate. Or, 
Secondly, According to a certain rule, to deter- 
mine the preference. 

Thirdly, By appropriating the fimd, for the 
payment of a proportional part of the whole out- 
ftaiidipg capital. Or, 
'' Fourthly, 
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Pourthly, By reducing die intereft of the ca[»* < 
tals. Or, ' ^. 

Plfthiy, By converting the whole of the capitals 
into determinate annuities, proportionate to the ex- 
tent of the finking fund. Or, 

Sixthly, By the means of lotteries, where the 
' ftate may gain what gameftera are willing to lofe. 

I point out the advantages and inconveniences of 
ev^ plan. The' firft five expedients are too plain 
to require a recapitulation- The fixth amounts 
briefly to a fuppofition, that the interell.of the pub- 
lic debts is brought, by a proper chain of admi- 
nillration, to a lower rate than in any other part 
of Europe. In this fituation, accidental circum- 
ftances will occafion (as at prefent) fluduations in 
the price of the flocks. When they hil below par, 
let government open fubfcriptions for lotteries; 
the fubfcriptions to be paid for in ftock at the mar- 
ket price. Subfcripdons alfo might be opened, 
and the old capitals mi^t be received at the ntar- 
ket price,. and conllituted a-new at the current hi- 
tereft, with a fmall premium above the rate at the 
time. By fuch mdms, the fum of the old capi^ 
tals would be reduced, and a fqiall benefit would 
accrue to the fubfcribers. Then, upon the rife 
of the"^ Hocks, the intereft on thefe fubfcriptions 
might be reduced again; from which a double 
benefit would refult ; the price of flocks would be 
fupported on one band, and the capitals of the 
public debts would be reduced on the other. 
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I 

CHAP. xnf. 

Recapitulation of the Fifth Book. 

Of Taxes. 

Iirrt^D. TJTAVING already explained thacfieft 
^' of taxes upon domeftic circulation ; 
k ROW Kmains to inveAigate die principles by 
which they are to be impofed on tbeii* fu<ope» 
ot^ds. 

Chap. L I tSride taxes into proportioBal, w)u<^ 
affeft conferaption, or, more properly, wbat may 
be catted expence; crnnulatire, whicb afieS: pro* 
^ |>eFty} and perfbnal, which confift in peribnal 
fervice. Thefe I exphm by giring examples of 
each. 

Cha». IL l^oporaonal taxes may be fo impcrfed 
as to aflfeft almoft every expence of Bving ; and 
as all expence (hould arife from income, not from 
ftock, the firfl: prindple of taxation', is, to coofiae 
all impolitions to income only : *- whatever affeds 
a capital 

* The gentlcineo of the Critical Review for July 1767,^. 29.) 
have, very properly^ expofed to tht public an e:it7aA from this 
recapitulation, whii:h cannot mifs to convey a very good idea of 
ihs fiAjed. But r mull be allowed to f«y, that in order to 
hsTc made a good criticifm upon it, it wat alio iKcejfory to 
have read the chapters themfelvei. A negkft in this particular 
has given occalion to fome ftriftures on this jth Book, which 
I (hall not mention, aa the anfwer to them would involve nde in 
a repetition of what haa been bid in thofe chapters. 

I have 
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is oppreffire and tmjuft. But a 
expencc there k alienation, (although in every ali- 
enaiion expeuce be not implied) the beft method 
to avoid the miftake of taxing {lock inftead of in- 
come, iSf to impofs the tax in fuch a manner as , 
to zfkSt the confumerG only ; m which cafe, who- 
ever buys in o^der to fell again, wiU draw the tax 
con^leteliy back. 

Chap. III. Id this chapter, I fiilly es^eki the 
Operatbn of drawing back proportional taxes* 

When the commodities charged with fuch taxes 
are dther employed m the compofidon ef oAer 
Manu&dnrea, or are confumed by the indiiflriofls 
chfles, tJky are conftahtly drawn t^ick } except fe 
hr as the confumption made by the latto- is aa ar- 
ticle of fuperiuity. 

Hen<;e I conclude, that the price of iabaur h 
raifed by proponiooal taxes, in proportion to in- 
duftry only, though the price of the commodity tatted 
be raifed in proportion to the tax. Coniequeacly, 
the more taxes are found to ipcreafe the price of 
labour, the more we may conclude in favour of 
tlie iuduftry of the manu^£htring claflet : and the 



I hare now corrc£Ud, or cleared up, titvr paffsge of th» 
irork, on which the gentlemen (Critical Reviewer!), have any 
ways differed from me in opinion. And I hope 1 have explained 
e»ery thing to thdr fatisfaflion. I am hJgWy obliged to tisem 
fat their remarks ; though 1 am perfua4ed, that many faulty 
pallages have Itill efcaped their attention. But I muft further 
cxprefe my acknowledgitients for the polite manner in which the 
author himfelf has been treated ; no acrimony, nor perfonal 
shufe : a fair criticifm ; and, bdeed, many commendations be- 
7«iid the meat of Ilia perfarmance. 

more 
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more diey bring into the exchequer, the more w« 
may conclude in favour of the eafe and opulence 
of thofe who confume the objeds of fueh .taxes. 

Chap. IV. The proper objedl: of cumuIatiTe 
taxes, is the large pofleffions of the higher claffes 
of a people, which can bear a diminution in ^vour 
of the fiate, without danger of encroaching upon 
thar neceflary, or eafy fubfiftence. It is not fo 
when they are laid upon the lower clafles ; becaufe 
thefe are either compoled of the indufi:rious, or of 
beggars. The firft ihould be enabled to draw back 
ham the rich, what they advance for the public 
fervice. The latter have nothing to ^ve j to tax 
them is but. adding to their mifery, without reliev- 
ing the wants of the ftate. 

The great advantages of proportional taxes over 
the cumulative, relatively tp thofe who pay them, 
may be reduced to three. 

firft. The proportion betweeq the tax and the 
cbje£t taxed is detei;ininate. 

Secondly, lliis proportion may be known to 
every body. 

TTiirdly, The time of paying the tax is t^;ular 
and gradual j becaufe in paying for the commodity 
you pay for the tax, and your liberty in buying fuch 
commodities is unreftrained ; confequently, the ex- 
pence is fuppofed to be in proportionr to what your 
income can afford. Whereas in the cumulative 
taxes, it' is, firfl:, hardly poffible to preferve the 
proportion between the tax and the eafe of a per- 
fon's circumftances. In the fgcond place, it is im- 
poffible for the ftate to afcertaiii exa£lly this prQ» 
portion. And in the laft place, the demand for the 
payment 
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pzyment of the tai U made at a time yihm people chap.. 
sue often anprepared. ^-^,.^ 

ChaK V. llie principal obje^ons alleged chap. 
againft proportional taxes, ^re, i. That they raife 
prices : 2. Difcourage coafumptioa : and 3. That 
they are opprelTive and expenfive in the colle^ion. 
Thefe obje^ons are mare apparent than real, as 
will appear from what follows. 

Firfl:, A proportional tax, rightjy impofed, land 
properly levied, will undoubtedly ratfe the price of 
the objedS' taxed j but it will confequenti^lly only 
jaife the price of the labour of the induftrious man 
who pays it ; becaufe he wilt draw it back in propor. 
tioQ only to his dilig^ce dSiA fhigahty. 

The price of labour is regulated by demand^ and 
is influenced only by proportional taxes. 

Secondly, As to difcouraging confumption^ if 
taxes raife prices, this circuraftance proves the in- 
creafe of confumption ;' becaufe, were confumption ' 
to diminifli, taxes would be ill paid, and prices 
woald fall of courfe, even to the detriment of the 
induftrious. Thefe are always the confequences of 
proportional taxes, when wrong impofed. , 

Thirdly, As to the expence and oppreflion in 
levyii^ them, thefe inconveniences are, in a great 
meafure, tn proportion to the diipofltion of the 
people to defraud (he public : for when they are 
fairiy paid, and honeftly coUefted, proportional 
taxes are little more expenfive, and infinitely lels 
oppreflive than any other. I conclude my chapter 
with fome obfervations drawn from the praflice of 
different countries, which point out a method of 
avoiding both the oppreffion and the expence of 
levying propcrtioiul taxes. 

< Chap. 
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ChAi'. Vt AU lakes art pM out t^ the cir't 
culadng money of a country ; confequently they 
cannot exceed a cettain prapordon of tiiis fum. 
It is'n6t, therefore, from the valtie of the property, 
or the quantity of confu'mptioh in the country, that 
any one -can -form a gaefs of the probable amount 
6f taxe^. To n^ch is from the ^y aiid expedi- 
tious circulation, which facilitates allenfttioQ and 
fclfc 

Were taxds, indeed, p^d in kind, th6y might 
hear a proportion to fruitb and labour ; but thAa« 
vere the (late to export the amount of t}iem, this 
deportation would diminilh the fund of fiibfiftence : 
whereas the ftate now draws a fiiare only of that 
4uantity of money which circulaiet through the 
hands of every individual. 

The great di&rence between CQmulatiTe and pro- 
portional taxes, conflfts in this. Th»~in the fiHt, 
he who pays them cannot draw them back, in pto- 
portion to his itiduilry i iti the laft, he nay : but 
as far as any one of an indullrtous clafs proveb idle 
or extravagant, every propdrtioiial tax wilt s» cer- 
tainly affed his daily profits, as every cumulative 
tiix Will aSed the income of a fund already ac^mr^ d. 
This deduftioh of principles is of great ufe itt iih-* 
pi^ng li3xs i becailfe it points out the methdd fol^ 
giving to many cumiulative taiea ufually impofid 
on the lower claffes, all the adi'antages of t&ofe of 
^e proportional kind. 

Chap. VH Taxeft ought to be impofc^ for 
fhe benefit of the pubbc, not for the emotiunent of 
private ^people : and while ^s ' rate is obferred 
taxes wiU preys bciwficial ia every fe%ed. Vfhea 

they 



;..G0C>^lC 



or POLITICAL tZCONOMT. )!) 

they m prqtcrly kviod, diey abridge mly uiin&- c hap. 
a^uy prmrte txptacc : wben ^y an fissperiy -.^.-^ 
apptietl by the ftate, they advance improvetnoic 
4rery where ; aod tbofe wtio have fortunes, ^ready 
improTod, nsU be brought to ccmtribute lo ttie eaie 
of the lawer clafies. 

Thus by the help of cuouilatiTe and proportimd 
texes, tightly ii^a&d, and righUy expended, cir- 
culati<»i is gfntly increal^ : iotluftry is advanced ; 
the public good h augoutntjed., aot disuniflied ; and 
the burdeik of payments becoSies fo equally pre* 
pcHtioBcd, as not to be kk in aay degree fuSdent 
to ovefb^^lance die advantagea refultinj £roiB the 
general fyfiem. 

CHAft VIU. Having faid that cumulaiive txut ch^ak 
dSsSt the income of funds ^eady acquired, I ob* 
ferve, that this income proceeds from morcriilc or 
immoveable property ; the firft of which, will con- 
ftantly avoid the grafp of every fiatcfman who at- - 
tempts to lay a tax upon it. Cumolaiive taxe&i 
tbstv^e, if canied to their utmoft extem, may 
abforb the whole iacomeof mmveabU fr^erty s 
but of that only. 

PTDportional uses, again, have been (aid to af- 
&d the faperSuity c^ thofe who confume the ob* 
jeds of them ; confequently» if every thing which 
is confunfed warn firft to fuSer an alienation for 
nooey» a proportioaal tax might be impofed ^)on it^ 

The method, therefore, of carrying proportiGnal 
ttuca to- their utmoft extent-, is, to draw to market 
•wry thin^ coiduiuable ; and infenfibly to'raifc the 
taof upon k, fo high as to abforb, as much as pof* 
fiUe, the wh<»le fuperfluity of the confiimerv. 

Taxei 
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BOOK Taxes bebg carried to this hdght, the Hate will,' 
^^l^ f from the cumulative taxes, become proprietors of 
the whole income of the immoveable funds ; from 
the proportional taxes, it will draw from all perfonal 
eftaltes, the fiiU amount of fuperfluity ; and the in- 
duftrious clafles alone will augment their wealth, 
in proportion to their frugality. 

From this general principle it af^Kars, that for 

, the right eftablilhment of proportional taxes, con- 
fumption is requifite, together with alienation ; con- 
fequently, where alienation takes place without con> 
fumption, as in the fale of lands, and other im- 
moveable fubje£br a proportional tax cannot be, 
properly, impoled. And alfo where confumption 
takes place without alienation, as when the fruits 
of the earth are confumed by thofe who raife them, 
proportional taxi:s cannot, with any propriety, ^x 

■ levied. Farther, 

As proportional taxes bear a proportion to cir- 
culation, it follows, that .they, can be raifed cmly 
upon alienation by fale. Many examples however 
may be found of proportional taxes, impofed in 
different countries, where neither fale or even alie- 
nation takes place. Thefe I obferve to be the worft 
kind of profwrtional taxes, and the moft opprefHve 
to thofe who pay them. 

. From the principle t^at proportional taxes ought 
to be in proportion to circulation, and not in propor- 
tion to confumption, we difcover the reafon why 
of old they were fo difficult to be raifed. Con- 
fumption then went on as now, in many refpefts, 
in proportion to the number of inhabitants j but 
circulation, that is, alienation by f^, boie no pro- 
portion to it. 
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The effeS of every increafe of circulation is to chap. 
fwell the amount of proportional taxes ; and whefl ^__^,-i^B>' 
they are extenfively impored in a country of induftry, 
the whole currency is thereby made to flow through 
the cofferg of the public, as the blood of the hu- 
man body flows through the heart, and is by it dif- 
fufed through every member. 

Chap. IX. 1 next examine the Confequ6nces of chap. 
a total abolition of taxes, the better to difcover the 
eifefts which fuch an alteration would produce, firftj 
upon the profperity of the whole commumty ; and 
next, upon that of the principal claffes of inhabit* 
ants, which compofe it. Thefe I reduce to three. 

Firft, Thofe who adminifter government, and 
who are maintained fi'om the amount of taxes. 

An abolition of them, with refpeft to this nume- 
rous clafs, would draw confequences along with itj 
direflly deftruftive to their interelt ; and, confe- ' 
quently, prejudicial to that of all the induftrious 
claffes who fupply their confuraption. 

Secondly, With rcfpeft to the fecond clafs, which 
1 fuppofe to be compofed of the induftrious part of 
the people, I obferve, thai an abolition of taxes muft 
proporlionalty imply a diminution of circulation ; 
this would produce a proportional diminution upon 
alienation ; confequently, would interrupt the in> 
duftry of manyj and thereby throw them into a_ 
hurtful compefftion among themfelves for fubfift- 
ence. And as it has been proved, that the aiduf- 
trious clafles pay no taxes, as matters ftand, pro- 
vided they be diligent and frugal, they confequently 
would ^ain nothing, and muft to/e a great deal by 
the abolition of them. 

Vol. IV. Cc . Thirdly, 
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BOOK Thirdly, In the third clafs I comprehend thofe 
•>_.-, -m^f whom we have hitherto confidered as the opulent 
and idle confumers. Of this fort the proprietors of 
land form a confiderable branch. They, tve have 
laid, draw back no part, either of the cumulative 
or proportional taxes, which affefl: them; but al-. 
though they be deprived of this immediate indem- 
nificaiidn, which refults to the induftrious, they 
reap, in another way, advantages which more than 
compenfate all the burden laid upon them. Thefe 
advantages proceed from the confequences of that 
fpirit of induftry which ig diffufed over the whole 
people; in confequence of which, their lands are 
improved, the produce of them is readily difpofed 
of, and what proves fuperfluous for domeftic con- 
fumption meets with a ready market abroad, and 
thereby fupports the value of all produ^ions within 
the country. 

It may be afked, then, where the burden of taxes 
falls, fince every clafs of inhabitants feems to gain 
fome advantage by them ? 

I anfwer, that they imply no burden when rightly 
impofed. The augmentation of induftry, in confe- 
quence of the increafe of circulation, provides a 
fund out of time well employed, which, when con- 
verted into money, is more than fufficient to pay 
« all taxes not inmiediaiely aftefting the income of 

foiid property ; and the conftant improvement of 
this property, from the confequences of an exten- 
five induftry, is more than fufficient to indemnify 
the land-proprietors. 

Taxes, in this light, refemble the expence laid 
cut upon new ellablilhments for improvement ; be- 
caufe ' 
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caufe in, their confequences they augment the prof- c h a-p. 
perity »id eafe of the whole people, not in confe- ^-v-w 
quence of being levied, but of being properly ap- 
plied, as is farther explained in th« next chapter. ' 

Chap. X. Here I examine whether taxes bq a, c ha (■/ 
fpOr to induftry, as fome pretend. - .. ' ■ 

The doubt eoncerning this point has arifen from 
what daily experience has fliewn, namely, that na- 
tioQt become induibious in proportion to the taxes, 
they pay. It is not very evident, how the firft,^ay.^ 
metii of a tax fliould enable him who has paid it, to 
difcharge it with more facility for the. future ; unlefs 
it be from the profit he reaps in drawing it back 
from others, with an additional profit to himfelf. 
But it is palpable how the amount of taxes, teing 
properly expended by a flate, fhould increafe circu- . 
lation,' and give frefli encouragements to induflry 
' of every kind. 

1 clofe this chapter with a fhort contrafl: drawn 
between the nature of ancient and modem circula-r 
tion, accompanied with obfervations upon their re- 
fpeftive effefts in rendefing mankind induflrious. . 

Chap. XI. Of all cumulative taxes, that which chap. 
is judicioufly laid upon land-property produces the 
greateft amount, with the leaft oppfefTion to the 
contributors. This leads me into a more particular 
inquiry into the nature of the land-tax, as it is efta- 
blifhed in Great Bi'itain, and in France. 

To render a land-tax equal and eafily bomCj the 
impofition ought to be preceded by a fair valuation 
of every article of revenue intended toht taxecj^ 
and no other income but that proceedii^ from sm. 
immoveable fund of property, ought to be affefted 
Cc 2 by 
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BOO K by it. From this I am led to difapprove of the me- 

v^— v^^.^ thod of aflefTment eftablifhed in England in order 
to sfcertain the hnd>tax ; and alfo the pradice of 
blending a tax upon folid property, with an impo- 
fition upon perfonal eftates, which we have fliewn 
to be of a nature incompatible with cumulative tax- 
ation. 

The defcQs of this kind of impofitJon in France 
(where it is called the ioilis) are different. There 
the rents of lands, which are the proper objeQ of 
every land-tax, are frequently withdrawn from un- 
der the influence of ir, in confequence of the privi- 
leges enjoyed by the higher clafles, which are ex- 
empted from the tailfe. The confequence is, that 
the French land-tax ialls upon that part of the lower 
clades who are employed in the cultivation of the 
foil. From this proceeds a double inconvenience. 

If thofe who cultivate be proprietors, their por- 
tions are, cominonly, very fmall, and a land-tax 
which wouH be light to a confidcrable proprietor*" . 
is quite imolerable to thofe who draw little more 
from their portion than what is ncceffary for their 
' own fubfiftence. If thofe who cuhivate are lei&es 
to the more confiderable proprietors, the burden 
fells upon them independently of the land-rent, 
which ought naturally to bear it, 

As a proof that this is a-true reprefcntauon of 
the matter,! review the Marefchat de Vauban'g fcheme 
for aew modelling the fyftem of French laxatiun : 
and from the intolerable opprdTion which would 
fellow the execution of it, we may jadge of the pro- 
font ftate of taxes in a natifHi where this fcheme was 
intended as a confiderable alleviatiou of thetr bordeib 
Nothing 
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, NpthiBg but the eftablifhment of mduAry and an en a p. 
Qxtenfive crediE, ,with a fubftitution of proportional ■_^,-|__r 
taxes, inllead of the many cumulative ones, impofed 
on the. lower clafTes iii France, can ever produce a 
facility in paying the confiderable impofitions laid 
upon that nation. 

Chap. ZII. The mofl: proper method for im- chap. 
pofing a land-tax is, without douI», to oMifine the 
impofition to the reiit of lands only, and to lay it 
on in proportion to them. But how is it to b^ ex- 
pe£^ that ever fuch a plan can take place in a iiit- 
tion where the proprietors of land govern the Hate ? 
Jn France, the power of the King has never beai 
' able to eftablifli a tax upon the rent of lands, for 
.any longer duration than that of a foreign war. In 
a neighbouring Nation, it has now been eftabliflied 
for the greateft part of a century. Were it there 
to become perpetual, it might be converted into a 
-new domain, or it might prove a fund for difcharg- 
ing, at once, a very great part of the national 
-debt. 

Whoi taxes are impofed, it is of great confe- 
quence to eftablifli a right admmiftration of them. 
The eafieft method for a ftate, is to give them in 
farm ; and this was the general practice every wliere, 
on the firft eftablifliment of taxes. But with refpeil ' 
to this no general rule can be kid down. 

Cumulative taxes are better levied by commit 
fioners, than by farmers. The operation of levying 
them is eafy j and when they are farmed, the lower 
claffes of the people are apt to be oppreffed. When 
{arras are properly eftabtilhed, an open manage- 
fOent of them is abfotutely requifite : from this, 
C c 3 new 
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AooK new Improvements naturally arife; wMili give to 
x_i^;;^^ the farm almoft every advantage of the management 
by commiffioners. TTiis refinement confifts in di- 
viding the profits upon the farm between the ftate 
and the farmers : a plan put in execution in France 
not many years ago. 

No queftion whatever appears more difficult' to 
refolve^ than how to aTcertain the fiind out of which 
faxes ought to be paid. Through the whole courfc 
of this inquiry, I have endeavoured to fliew, that 
the moft prpper fund out of which taxes can be 
levied, is the money circulating ajnpng the inhabitr 
ants, ■ either in confequence of fale, or of payments. 
In order to fet this queftion in a new light, I 
have commented upon two paffages of Davenant, 
where he eftimates the value of the taxable fund 
from the quantity of national confumption. 

From this he is led to compute the yearly tax- 
able expence of every man in. England at 8/. fter- 
ling ; when perhaps the circulation of money through 
the hands of many may not be above twenty (hil- 
lings-: wher^s, according to my theory, thefe 
twenty (hillings only are what can be laid under any 
taxation whatever. 

1 thought this method of comparing thfe refult 
of Davenant's reafoning with my own, might bet- 
ter ferve to fupport the latter than any other I could 
contrive. 

The lafl queftion propofed iri this chapter is no 
more than a hint to ftiew, that a proportional tax, 
laid upon meat and drink, is the moft proper equi- 
valent for a land-tax ; becaufe thofe who purchafe 
their fubfiftencg with inoney are, according to the 
principles 
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principles df the firft book, thofe vho tonfuraethat chai*. 
part o( the fruits of the earth which is equivalent -.^-.-^ 
to the land-rent. If this land-rent be arbitrarily laid 
un(}er an impofition, by a pound rate, or other- 
wife, the proper drawback, if any be allowed, Oiould 
be from a tax laid upon thofe who confume that 
" part of the earth's produce which belongs to the- 
landlords. ' 

I have now concluded this inquiry, according to 
the plan I at firft propofed. It is the fruit of eigh- 
teen years clofe, though agreeable application ; in- 
terrupted only by many intervals of bad health, and 
many ftrokes of adverfe fortune. 

It never was, till lately, my intention to. offer to 
the public, during my life, what I had compofed 
purely for my own inftru£i:ion and amufement. But 
upon comparing my fentiments in feveral points with 
thofe of the generality of my fi'iends, they have been 
found fo widely different, that I was thought in duty 
bound to my country, tp fubmit them to the criti- 
cifm of the public. 

To this I have the more willingly fubmitted, as 
J thereby fliall purfue my firft intention in taking 
/ my pen ; -which was, to clear up my ideas on this 
fubjeft. And fince I can now draw no farther 
knowledge from my own inquiries, I muft expeS 
it from the criticifms of thofe who may think it 
worth their while to animadvert upon my notions ^. 

" The gentlemen of che Monthly Review, after fome general 
commendations on the propriety of having adapted my llyle to 
the nature of tlie work, and on the arranijement 1 have made of 
the fubjeii, differ, they fay, widely from me in foine of my 
fiilitical principles ; and think many of my oeconomical princi- 
, . Cc+ plci 
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BOOK pies wonld lead to regulationa much too minute to be confiftent 
■ with a juii fpirit of manly freedom and felf govemmeiit, in the 

common affairs of life; yet, &c. • 

Now, as to the political principles in nhich thefe gentlemen 
differ from me ; I hope I have fattslied my reader, that all dif^ 
Icreoce here has proceeded from a mK^onftmflion of my words.- 
ButiL»tothe (Economical princi^es objected to, I have not 
fo good a defence. lam entirely of their opinion; and have 
every where been fo, except in my cltrfet. I don't know how it 
it, but I find .when I am laying down certain rules for othen, 
I never almoft relifh them when I mafce the application to mj- 
felf. Does not every one love the ceconomy of a batcheloPs 
houfe, better than that of anothcv dii^f^ed by a prudent matron i 
In the firft, we can at all times exert a jull fpirit of manly free- 
- dom } in the lail, we find a reftraint on many pccafions. Now, 
I frankly acknowledge, that I have perhaps, on fame.occafioDSi 
^een more apt to confider myfelf in the light of a political mar 
tron, than that of a jovial and free-bom EngUlhraan. But I 
have faid, that moll: of the work was compofed abroad ; and, 
^S |he French provcrl^ has it, — "Il/aul hurler avec let Louft." 
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N. B. For the analyfis of tlie fubjea, fee the Table of CotJtenU 
prefixed to each volume. 



AGRICULTURE, the moft effential requICte for poptila- 
tion. vol. i. p. 27. ^3. The mtenfion of, how to be 
regulated, iii. 36. When it may be laid to be carried to its 
utmoft extent, id. 108. The difTerence between, when ex- 
ercifed as a trade, and whtn as the direft means of fublilteilcet 
(//. ti5> Remarks on the ftate of, in Spain, Id- 118. In 
Germany, id. \zo. In England and France, id. 135. In 
Scotland, id. I'fi, Whether the Efficient caufe of the mul- 
tiplication of mankind, or their multiplication of agriculture^ 
id, 153, What {pecies of, moft advantageous to modern fo- 
ciety, id. 170. The natural diftribution of, id, i86, 

^gia oflheBank of Jmflrrdam, explained, iii. 598. 

^ideiin/hc French Taxet, explained, iv. 198. «. 

/fmeriea, the alterations in the modes of government in EuropCi 
occafioned by the difcovery of, i. 13. 67, 

Amfierdam, remarks relative to the bank of, iii. 76. Original 
intention of the bank there, id, 391. Principles of circula- - 
tion through it, id. 400. Its credit compared with the 
bnak of England, i^/. 413.. Dangers to which it is liable* 
.v. 414, 

Jtnimal Food, detrimental to population, i. i(fi. 

jinima/j, their numbers in all countries proportioned to the 

auantity of food produced for them, i. 25. This propofition 
luftrated in mankind, id. 25. iji. 
j^nnf. Queen, Itate of the r<evenue of England at her acceSion, 

iv. 44. 

j^ntient!, their fimplicity of manners, how compatible with a 

great multiphcation, i. 204. 
j4rkilrarj peivir, its influence on trade, i. ja^. 
jlrniy, regular, the neceSty of, in an induftnoua ftate* argued, 

i. )82, 
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Army, bow to nirc ■ fopply of men for, without having recourfe 

to the hiring foreign troopi, ii. 1^2. ' 
Athenians, their fcntiments in regard to commerce at different 

periods, as dated by Xenophon and Plato, with remark* 

thereon by Mr. Goynett, ii. i6p, 
Atheniant, Xenophoo's plan for the proper employment oft 

ii- ^66. 
Athcai, furprizing quick reduction of its wealtbf ii. 13;. 



Ealance het'wiin naltoiu, tbe nature of, ii 

explained, iii. +50. Hints for the payment of, without the 
intervention of coin or bullion, id. 463, 

Balanet of power, the nature of, inquired into, ii, 149. 

Balance of trade, what, iii, 28. Refleaions relating to, it. io7. 
Whether any judgment can be formed concerning it, barely 
from thequunticysf fpeeii;fouDdina nation, ii.123. Whether 
the ftate of fpecie fijrniihe* any rule to judge of jt, id, 1.5;, 
A wroTW one i^ifes the price of bullion to the value of coin, 
iii. €. Between. I^ngland and France, the ftate of, how to be 
(Iifcovere$], id. 23. How tlie payment of a wioug onf afTi^fts 
circulation, id, azjj, 

Bank, tfie intereli for money advanced by a, is to be reftiifled 
to' th,e fum* afiually advanced, and not paid according to (he 
credits given, iii. 202. 

Bant, credit and coin, particulars refpc£ting the op<:ratian of, 
in. 407. 

Baai, whether landed men might not as well iffnc their own 
notes on their landed fecurity, as apply there, iii. 176. 

Banls, the two general claffes of, iii. 196. Of circulation, 
what, id, 201. How a good one may he obliged to ftop 
payment, id. 404. On what the foudity of it depends, 
id. 20J. On what kind of credit fuch banks ought to ilTue 
their notes, id. 206. How their oblii^atbn to pay in coin 
arofe, and the conftquences of that obligation, id, 211, How 
affefted by a wrong balance of trade, id. zi^. How a grand 
halancemay bepaidby, without the <^f]iltance of coin, id. 217. 
How hurt by leaving the payment of a wrong balance to ex- 
changers, id. 221. Upon what princjcles they ought to 
borrow abroad, and give credit at home, id. 2 J9. Of Edin- 
burgh, hints for the advantage of, id. 251. How they may 
be enabled to difcharge mitts on demand, id. 268. 286. Sub- 
altern, and their competition with each other, id, 2-ji, Na- 
tional, necefiary regulations for, propofed, jd. 275. When, 
and in what cafe, they, ihal! be obliged to keep open books, 
id. 27p, Whether it is their intereft to grant credit and cafli 
sccounts to exchangers and others, and to make a trade of 
feuding 
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• tending the coin out of the countTj, iii. 384. How by the 
return of a favoursbtc balance, the debts of foreigners may 
tie paid off, and the nation delivered from that burdeOi 
(V. 292. Dangerous to an idle nation, iJ. 311. O/tbafirlt 
■eftabliftiment of that of Mr, Law, id. ji^. The Royal Miff 
Cfippi, id, 326. 

Bani of jImfierJam, original intention of, iii. 39I. The pria* 
ciple of its circulation of coin explaiseil, iJ. 400. 

£mi, of EngloHd, the interell of, mamined, ii. 4o8< State of* 
iii. 212. Its fifuation in tJie year 174J1 (V. 234. Its prin- 
cipal operations traced, id.2.g-. Its circulation ivith the 
exchequer explained, iii. 302. Hints for the advantage of, 
propofed, id. 308; How the paper of, tends to fupply cir- 
culation, (V-312, Its credit compared with that of the bank 
of Amfterdam, W. 413. 

Bants of dipitfit and transfer, iii. 390. 

Basiknates, the nature of, explained, iiiv'2C^, Of the optional 
claufcs contained in, id. 262, 

Banlirs and cxchangirs, fubaltem ones, the ufe of, iii. 107. 

Banking, that branch of credit befl: deferving the attention of 
a Aatefman, iii. 199. The nature of, in Scotland, id% 398. 

Sanlruficiet, national, how occafionedi iv. ijj. The natural 
confequences of, traced, id. 136. AsfuppoiTed to takeplace 
by a concerted aft of power, id. 13S. The fuppofition of a 
nation becoming bankrupt to itfelf inconfillcut, ui. 143, 

Barter, the firft fpecies of trade, i. 336. 

Bter, remarks on the late additional duty on, ir. 212. 

B'lhni, Mr. miftakes of, pointed out, with refpeft to eflimating 
the exportation of cammoditieB of a particular country, by 
the quantity of monej found in it, ii . 1 25. 

BUli of martaulj, plan (or the improvement oF, i. 9^^, 

Birmingham, no Giver coin counterfeited there, iii,i33.aDfA 

Brnhnriiige, Dr. his account of the Hate of population in Great 
Britain, i. 125. Remarks on, id. 127. 

Jirsad, the price of, how limited in the f^reatctt &minei 

Britain, Great, remarks on the (late of population in, i. 125. 

By what means her credit is fupported, iii. 144. Short 

Itate of its prefent taxca, debts, and funds, iv, 66. Compared 

with thofc of France, id. 1 11. 
pullioa, how the price of, is regulated, ii. 323. iii. ati. Why 

dearerin England than in France, id. 18. The advantagei 
. of this to Frajice, id. ii. Brought to the mint, when trade 

is favourable, id. 46. The caules of its rife and fall in the 

Englifh market explained, iii. 447. 
Jiaym and fiUeri, the intereft of, examined, ii. 406. 
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Canada, the ptinciplea of the European trade to, inquireil iato, 
i. a!o. 

CaniiUon, Mr. his reoiark qb tJte coiirfe' of exchange between 
London and Paris, iii. 32. 

Csptt, Hughj thenature of lua jurifdt^ion fompared with that 
of a kingof Poland, 1.330. ■ -> 

iAsrity, in-Spaio, ae powerful a ptiouple- towards muUipUcs* 
tioiMG induftry.and labour, i. t iS. . 

Charity, modern, (hewn to be impoiitic, ii. 174. 

Chiid, remai-lcs on that pofition of bis, that the legiflature can 
keep down the rate ofinterettto theievfl moft advantageous 
for trade, iii. 1154. 

Circulation, in a political frnfe explained, ii. 51. IHuftraied 
by a party at <iuadrii!e. Id. _5_}. How to be excited, id. ^7. 
liluftrated, W. 61. When itflionld be checked, li. 65. Fo- 
reign and domettic, to be diftinguiflied, iii,'f2. How affefted 
by the payment of a wrong balance of trade, iii. tzy. Com- 
parative inquiry into the llate.of, among the ancients and 
modems, i». 273, 

Citit', the growth" of, accounted for, i. 62. Defcrifacd aa «n- ' 
der a feudal government, id. 67. In what refpecta advantage- 
wiB to a country, id, 71, See Corfaraliaat, 

Clajfet ^mankind, tlie advantages of calculations and bills of 
mortality diftinguil^ing them, i. 95. 

Coin, Britifh, ftate of in 1773, at tbc time of palling the coin 
a£t, the confcquence* 'Of the regulations then made, end 
B method laid down for eltablilhing a gold Itandard, 
11.413—440. 

Coin, tight, queftion as to the expediency of a decree againlt 
the legal currency of, ii. 369. n, 

C««, new rfgulationa for, propofed, ii* 414. The term de- 
fined, iii. 63. What the heft form to be given to it, id. 92. 
l>ifierence between, and medals, id.g-j. Gold, filver, and 
copper, remarks on, id. 94. Never found to exceed the 
ufes of circulation, id. 150. How the obligation cf banks 
' to pay in, arofc, and the confequences of chat obligation, 
id.iio. French, account of its variation about the time of 
the death of Louis XIV . (V.317. See Money. 

Coinage- duty on, iii. 3, lis firll introdilCtioii muft reduce the 
prices of commodities, id, lb. Confeqneiices of the exclufiwe 
privilege of, id 5. The price of, in France, id. 22. How 
the paying for, affefls the profits on goods exported, id, 34. 
How it affefts the prolits on goodo imported, id, ^ 7. How 
it inSuencej the prices of inland commnditiea, id. 4^., Ex- 
periment in, propofed, id. 52. How the impofition of, ttill 
afieft the creditors of Great Britain, id. 72. How it ad- 
vances 
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vRocea the credit of France, iii. 74. Whetlier ihe impofitton 
of, in England, would not frequtntly flop the mint, id. jS. 
When advjfeabie to impofe a duty on, id. 39. How imporcd, 
(V. 40. By authority, iJ.41. By coufent, id. ii. The 
coniequencei, id. ii.id. 4^. 

Colbert, Mr. remark* on, i. 88. 

Commtrci, an exaninatioa (;• the various principles fay which it 
is regulated, i,356, 

Commtrct, in what light eonCdened by the Greeks at different 
periods of time, ii. 169, 

Cemmodiliti, in trade, nhat confiderations enter into tke fixing 
pricci on them, i. 245. Confumabit*, dillinguifhed trom per- 
manent property, it. 34. By what the price* of them arc re- 
flated, id. 2J3. 

Companieu mercantile, an inquiry into the advantages and dif- 
advantagea of, ii. 182. 

Competition, its effeS on trade, i. 263, Three queftions relative 
to, id~ iCB. Among nations, its operation, iJ. J09, Among 
workmen^ the ottture of, examined, id, 419. 

Csaprtilian, in induftrious focieties, will occalion diftrefs in the 
lower cSafles, yet competition Aiould be allowed a free courfe, 

Conquerori, why the gftveniment of, heavy to be borne, i; ^^. 
Conjumtrs and prodactri, their relation to each other, and the 

political balance bctweenj confidered, i. 351. 
Confiiniplion of froduBnnt of the earth, the qucflion whether 

a frugal or prodigal one, be for the advantage of population, 

argued, i. 1 89. 
Cent, difference between th* price uf it being lovered by ^enty* 

and by importation, i. 58& Expedient propofed to aflift a 

people during a fcarcity of, id. 390. 
Cent Iradt and corn laiui, 13 trails on the extraifts from, 

to &ew the Average confumptioii of wheat for 68 years, 

Cora trade, general reflexions on, i. i%6. On exportation and 
importation of, id. $06. 

Corporations, refteidons on, i. 438. Whether checks tipon in- 
(iullry, id. 419. Regulations of German ones, id. 441. 

Carvie, in the French revenue, vffhat,.iv, 175. n. 

Country, the love of, in individuals, how to be underftood, 
i. lit. 

Courage, where likely and where unlikely to be found, ii. 1^5. 

Credit, a definition of,' iii. 141. Why feldom found perfeSly 
fulld, under a pure, monarchy. (1/. 143. Why that of France 
is fo fluduating, »/. ^43. Why that of Great Britain fo 
well eftablifhed, id. 144, Not yet fixed upon true prin- 
ctpkst id. lyK- T^ various kin<& of, id. 189. Their cba- 
faAetilUc dinerenccs, id. 192. The nature o^ csanised 
. '. inK^ 
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into, ii. J9< Its commercial advanteget, iJ. 40. Put>lt(f» 
how the internal balance of wealth is affcfted by it, id-. 46. 

Cre£t, public, brief dcetch of the bii-tb and progrcfa of, i. 278. 
The utmoft extent of, how to be determined, iv. 146. "I^e 
rife and fall of, explained, id. 5. Of anticipations, or bor- 

' rawing money upon afSgnments of taxes, for the difchavge 
of principal and intereft, id. 9. Of France, Itate of, before 
the death of Louis XIV. id. 75. A comparifon between 
that of France and England, in the times of. Richlieu and, 
Davenant, id. 38. Of Great Britain, the prefent ftate of, 

' id. 43. 

Credit, private, the fubdivilions of, iii. 19J. How to carry, to 
its greatell extent, id. 194. 

Credit, debts and taxes, confequences of the change produced in 
the policy of induftrious trading itatesj by the eB:al>UAu)Mirt 
of, iv. 1 16. 

Cre^tcri, the intereft of, always the predominant, and what de- 
termines the interctl of a nation, ii. 584. Public, the intcrelt 
of, examined, id. 402. 

Critical Revievjcrt, anfner to a critique made by them on thU 
work, ill C- R. July 1767, iii. ^9. n. " 

Cmttulativi tax, the term defined, iv. igfj. See Tax. 

Crop, plentiful, of grain' ia England, inquiry what proportion 
it bears to the annual confumption, i. 144. I^iiFcreDce be- 
tween a reputed good and bad onej id. 148. 



Davemmtt Dr. bTa correflion of Sir William Petty's computa- 
tions, i. 54. His fclieme for land and poll taxes to raife thi 
government fupplies, inquiry into the expediertcy of, iv, 19 
His reafons for i-ccommcndin^ the farming of taxes, id. 304. 

DelitSf public, the various confcquences of, iv. i. The 
thods of contracting and paying off, id. 148. The 
claflcs o^ id, 1J9. The confequentie which would refull 
from an immediati: difcharge of them, id. 160- Of England, 
at the peace of Ryfwick, what, id. 17. Progrefs of, traced] 
id. 4.). 

Demand, a definition of that word, in a commernal view, i. 13 1 . 
High, and great, diftinguilhed, id. 153. DilUnguiHied from 
competition, iV. 264. ii. 2iy, The different acceptations of 
that word enumerated, id. 215. 

Dimaad and work, an inquiry into the caufes which in- 
fluence an alteration of the balance between, i. 289. The 
duty of a llatefman to affift and.pecmit gentle vibrations be- 

. tween, id. 306. 

■Dettiocraey, huw it differs from monarchy, i, 322. How they 
affect trade lefpcSivdy:) id. 323- 
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Hependencf, in focl^y, three kinds or, diHinguilhed, i. 31$. 

On courts, the piincipleg on which it fubfiits, analized, ii. 30. 
Depapalation, the moll cffeauai caufca of, i. 141. 
Defertion, among foldiers, the caufc of, pointed out, L l8a. 
Difiafei, political, certain Tign of, t. 91. 
DijJipaihH, the benefits of, to indnftry, ii. 42. 
Dhcats, examination of the new regulation of, in Holland^ 

ii.386. ■_ 

Dotal, M. hia fentiments on paper credit with reference to the 

affairs of France, iii. J23, 328. 

E. 

Edinburgh, hints for the improvement of the banks therct 
iii. 251. 

England, debts of, to foreigners, in 1752, M. Megen's opinion 
refpefling them, iv, 143. 

England, the idlcnefs and luxury of mariufaflurers, of more pre- 
judice to its foreign trade, than the high taxca, iv. aoi, 

Englandor France, which the nioH populous, i. 134. 

Equality of pojfejjioni in a Jlate, the coufequences of^ examined 
into, ii.43. 

EJIale, the difference between one near the metropolis, and one 

EJiates, hints for the rnjopoveraent of, by the multiplying of ha- 
bitations, under particular circumllances and farms, i. 113. 

Evil, no fuch thing in the univerfe, ii, 213. a. 

Europe, the great revolution in the political fyltem of, and the 
caufe to which it is owing, i. 13. 
. Excefs, import of that term, i. 407. Diftinguiflied from fen- 
fuality and luxury, id. 411. 

Exchange, the heft meafure for valuing currency, ii.331. How 
the courfe of it is regulat<;d, iii. 16. 28. Whether the loft 
which the courfe of it marks uu the trade of Great Britain 
with France, be real or apparent, id, 33. The iirlj principles 
of, id.mj. The difficulties which occur in paying balances, 
id. 424. How thefe payments are effected, id, 447. The 
operations of, between Loniion and Paris, u/. 451, 

Exchequer, its circulation with the bank, explained, iii. 302. 

Excife, the accouilts of, how fettled between the exchequer 
and the bank, iii. 30a, When it tirlt took place, iT. la. Its 
cffei^B at that time, id, 20. In what the oppreflion of levy- 
ing confifts, id: 3IO. Defea of, and the ill cffefts arifing, 
id, ill. Hints lor remedying, id. 216. 

Exptnce, the word defined, and the fenfca in which it is ufed, 
diHinguiflied, i. 274. 

E^pprtaiion, the ' proper means of encouraging, i. 37j> Re< 

. nedioDS on pcemiums for, id. j^j. What the molt print- 
able 
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able brandies of, ii. 8. The proper conduA when that of a 
nation is reduccl to the, articlei of iiaiural produce, id. r i . 
Why thofe manufafturers who work for, the pooreft of ihofe 
in a (late, iti. 1 4. Theory of the prices on articles of, id. tb. 

F- ■ 
jFailof man, confequeoceB of, (hewn, ii. 159. n. Conclulion* 

drawn, on the fuppoftiHon that it had not taken place, id. ib. 
Feudal f^tm of government, how departed from in the prefent 

forms, i. 13. Why taxes fo little found under, ii. 2-,;9. Sub- . 

ordination of the difierent ranks under, how founded, id. 3ig. 

Its influence on trade, id. 326. 
FtiiJai government!, three remarkable ftagcs,, through which the j 

have changed to the prefent forms, ii. 2S. 
FiSieriet, hints for the proper eflabliflTment of, it. 194. 
Fieuri, Cardinal, his experiment to (ix the par of exchange, 

■ iii.457- 

Foreign mtni/lert, political hint, as to their accoraroodations in 
the countries where they are fent to rcfide, ii. 1 1 3. 

ForeftalUng, why a crime, i. 268. 

Foreflt, whether extended by an incrcafc in the confumption of 
firewood, i. 195. 

Foundling hofpitals recommended, i. 98. 

Foandlingt, opportunity for providin^r £ar, pointed out, i. 3S0. 

Foarage, in the French taxes what, iv. 191, a. 

France, reflections on the ft ate of agiiculiure in, i. 189. The 
progrefs of luxury ib, compatible with the profperity of her 
foreign trade, id. 382. Thu principle on ivhich the railing 
and hnking of the numerary value of the coin there in for>> 
mcrtimes isaccounted for, ii. 2^^,. The policy of, with re- 
gard to its coin, wiiynot eafily uodeiftood, iii. 42. Remarks 
on the currency of its coin, id. 79. Regulations of, with 
regard to coin, bullion, and plite, id. 95. Price of coinage 
there upon filver, id.tiy. i)itto upon gold, id. ib. Pro- 
' portion between a French grain weight to a grain troy, id, 99. 
Proportion between tlielouis and the guint^, id. 100. Ad- 
vantages of the French regulations, id. 103. High price of 
bollion at Paris in 1760, id. 10,5. Prefent Hate of the wear- 
ing of the French iilver cain, itl. 104. Flofluationa of cre- 
dit iif, id. 143. Chruiiiiio^^ical anecdotes of banking there, 
'•'■ 355- 'How its credit was deftrayed \a 1710, id. 381. 

■ How a bank may even now be fafely eftablifhed there, id. 
387. State of their debts, funds, and appropriations, althe 
peace of 176,5, iv. 73. Extent of annual fupplicsof, from 
I7j6 to 1762, id. 94. Courts of jultice in, how rendered 
oppreffive, 11/. 106. Method of levying the taxes in, id. iii. 
The oature of the tases impoCcd there, cxplaiBcd, id. 199. i97> 

Fraiue, 
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Tratut, great eflates in, he)d in capite of the king, iv. 2S91 n. 

Rentes fecondes, by or to whom paid, id. ih. 
Fraaa and England, which the moft populous, i- I34- 
Fra gifts in France, as impofed in 17^9, iv. 91. n. 
Frtcdon of a people, in what it confilts, i. 3 IJ ■ 
FmgalUj, the prcmcr means of preventing the ill effed* of, 

when it takes place in a luxurious Hate, i. 373. 
Fund, Jinking, the firft foundation of, iv. 49. 



Gaiel/e, in the French taxes, expbined, iv. 197. n. 

Cardmi, kitchen, why moll frequently found in the neighbour- 
hourhood of cities, t, 187. 

Gee, Mr. remarks on hii obfcrvations on the bilaace of the 
Englifh trade, ii. 127. 

Germany, remarks on the ftate of agriculture in, i. 120. 

Goguet, Prefident, his remarks on Xenophon and Plato, touch- 
ing the manners of the Athenians, ii. 168. 

Go/deoin, propofal for amending the adof 1773 refpefiing the, 
ii. 317. «. 

Govermng, in what the art of, confifts, i. 16. 

G«ventmtnt, the republican form of, molt favourable to trade 
and iuduihy, i. 322. 

Grata, inquiry into what proportion a plentiful crop of, in 
Engbnd, bears to the current annual confumption, i. 145. 
Inquiry into the difference between a plentiful year and a 
year of fcarcity, iV. 149. The price of,, regulated by the 
abilities of the loweft clafs of people to purchafe it, ii. 88. 
The good eife^i which would refult from preferving the 
' price at fomc uniform ftandard, iv, 208. 

GrMiH, the grcateft quantity ever txporttd was in 1750, the 
gveatelt imported in 1757; amount of fuch exportation and 
importation, i. 147. rj. Inquiry into the expediency of giv- 
ing encouragement to the exportatiop or importation of, and 
in what manner the markets may be.afie£ted by eithett 

Greece, antient, remark on the difproportion between the prices 

of oeceflariest and elegances in, ii. 90, Accounted for, id. 

137. Its treafures fuppofed equal to the mines of the new 

world, ill. 135.. . 
Guinea and louis, proportion between, iii. loo.' 
Guineas, an examination into the cD»{equ^nces of bringing 

dowp their currency to twtnty Ihillinga, ti. 348. 

H. 
Harris,' examination of a paflage in, concerning coin, ii. 382. 
Helttt, their cruel treatment under the Spartan government, 
"• 157- 
. : Vol,. IV. D d Henry 
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Henrj VII. wiCs regulation of, for the prefemtion of ba&ioiir 
iii. 4+0. 

HaUmid, the principles of its conftitution inquired into, i. sS^. 
Regulations obferrcd in, with tegard to coin tnd bullion, 
iii. loj. Regulations of the Dutch mint, id, io6. Hotr 
tliey reckon their fil»er ftindard, id. 107. Mint price of 
fine filver, td. 108. Price of coinage there, id. ib. Of the 
Dutch gold coin*, id. th. Mint pnce of fine gold, id. 110.' 
Price of coinage upon ducats, id. ii. The rider, id. ii. Uti- 
lity of not filing toe denomination of ducats, id. 112. How 
to find the proportion of the nietaU in the coin of Holland, 
and a wonderful phsenomenon in the value of ducats, ii/.' 113. 

/ t^ianiity of fine filver in a Florin piece, id. 115. Quantity 
orBne gold in a Aoriu of riden, id. ib. InTcttigation of the 
proportion as to the ducat, id. ib. Proportion between the 
mint wtrights of Holland, England, Francet and Germany, ' 
id. ti7. Defefts of the filver currency of Holland, k/. 133. 
Fniiidso/money-iobbcrs there, id. 117, Reafou of the ap- 
partat fcarcity of filver coin there, id. 129. Thegreat mii- 
tiplieation of taxes there, iv. 235. 

Harjh, whether the keeping a fuperfluous nomber in laige cities, 
a public difadvantage, i. 194. 

Hume, Mr. examination of bis doftrine concerning the influ- 
ence of riches on the price of commodities, ii. 84. ' Concern- 
ing the balance of trade, id. I07. 

J- 

'Jacob the patriarch, an idea of primitive fociety, borrowed from 
the liillorj- of him and his family, i. 30. 

yaniaariii, Turtifh, and the Pretorian cohort* of Rome, pa- 
rallel between, i.328. 

IiMc peiCons, the muttiuUcation of, a load on fociety, i. 80. 

IJivii tlieir law relating to intereft, iii. 1^1. The only mo- 
ney-lenders in Europe, until a commercial fyftem prevailed, 
id. 151. 

/wif^'Mi iciflnencec^the tafte for, 1. 370. 

InSei, account of the French company of, iii. 33 1. Its rere- 
nue, ;,/. 345- 

Indiijtrk, in Uie French taxes, explained, iv. I92. nt Remarks 
on this tax, id. 194. 

indtdlry, an inquiry into the eff^Asof, i. 178. A definition of, 
id, 223. Diltinguilhed from labour, id. ^14, Wby dJSeult 
to introduce in a country where llavery is eftablilhed, id. 225. 
Whether the caufe or the effeS of trade, id. 229. How it 
u ftimulated, id. 258. The difference between tbc progrefl 
. of, in antient and nradera times, aqcvunted for, id. 9591 
Brief flcetcb of tbe^rogrefa and revolutions of, id. ij6, A 
.. ftroDf 
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firoDg •n^ument for a general exercire of; i. 280. The 
mcaiu of extendiQg liberty to the lowelt deaomiiiatianj 
of ■ people, id. 316. Flounihet.beft under a republicRn go- 
TemmeDt, iJ.^a. Excluded by the Jyftein of Ljcurgus, 
iJ. 342. The revolution it produces in the weahh of & na- 
tioiit poioted out) ii. t^^. The proper dircAion of, hinted, 
iJ. 161. la what ioClance it de&rojB llmplicity of manners, 
irl. 165. Antient and modern, the difference of, Ihewn, 
i. 168. See InAiJIrie. ' 

Iiihaiittmtt, Bn eiamination into that maxim which aflcrta the 
number of, to be the riches of a country or Aate, i. 79. 

JansvaJisMi, incODTeuieacea attaiding, u. 41 1 . 

Itiierefi, private, the proper fpring of aftiun in the individuals of 
' a well governed Aate, i. 121. 

Inlereft of money, how permitced under the Mofaic difpenfation, 
iii. 151. When it obtained in Europe, id. 151. Upon what 
principles the rate of, is regulated, id. 154. No ftatute for 
regulating in England, before the time of Henry VIII. 
id. ij6. Different clsfles of borrowers, id, 158. Extortiodi 
in, how prevented, id. it. Whether in the power of the 
legiilature to cooamand the rate of, id. 16^. The lowering 
o^ the liie of land, id. i6j. Proper conduA of a flatefinan 
in relation to, id. 166. I^baijle confequences of reducing 
it below the level of the Aocki, id. 168. A low rate moft 
eflential to ftates carrying an the moft eztenlive foteign com- . 
merce, id. 173. Whether the rate of, a certain meafnre of 
the ftate of commerce, id. 18a. Whether it falls in propor- 
tion to the increafe of wealth, id. 187. How affcded by the 
manners of a people, id, ib. 

Ireland, the caufes which influenced Great Britain to (q>en her 
ports for the importation of praviGoos from, i. 301. 

JJiand, the progrels of fodcty illullnitcd, in a fuppofed one. 



K. 



Kingit their rights not founded on tacit contra&s between them 
and their people, i. 330. lu the old feudal fyftems, more 
formidable abroad than at home, ti. 36. Compared with the 
domeftic influence of tbolc under the prelent commercial fyf- 
tems, id. 29. 



Laiour, the difEcreot cAligetions to, in. amictit and modem 
timet, ). 77. How the metbodi of, are to be improvedt 
id. 359. , 

i.md, the diforoportioB bttwwn the tenti of arable and pafture, 

accannted for, t. 56. What the general raiiing of nnta of 

land may be fuppofed (o iadicat«, id. 5$. Coiwderations on 

D d a the 
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the uxet on, n. 377. No rq^nlar valuation of, made, fince 
doomfday book, ia. 181. The tax on, bow lened in Eng- 
land, iJ. 282. What die moft proper method of tmpofing m. 
tax on, ui. Z98. 

Lantted interifi, examination into, ii. 399. 

Landed um, inquiry whether they might not iffue their own 
note* on the fccurity of their bod, without the intemntioa 
of a bank, iii. 176. 

Landed property, the inconvenience of minute fubdivifions of, 
i. 112. Inquiry into the expediency of the equal difiribution 
of, iW. 167. 

Landholder aadjlotkholder, how compantlvdy affeded by taxa- 

Laiidlord, hints to the, for the impravemoit of hia eftate, 
i. 1 li. 

Land-ltuc in SeotUnd, defeft in, iv. 196. 

La-ai, Mr. account of the eftablifluncDt of hk bank, iii. 3 ii^. 
321. 

Ijamit, none really inrariable, in any government, i. 9, 

Levity, remarks on the influence of, in luxury, i. 371. 

Liiertf, public, in what it is underftood to confift, i. 315. Ca- 
pable of fubfifting under defpotic fomu of Kovemraent, i^. it. 

Liberty, univcHal, elUblitlied m Europe, and the confequencea 
of, i. 92. 

Linen manufdaare, by what meant it bas beoi augmeitted in 
Scotland and Ireland, i. 11^. 

Loaiu upon inlerefi, if deemed unlawful in a rdi^ous view, ex* 
pedient to avoid, ii. 46. 

Lecie, Mr. miftake of, oorreded, in relation to a propofed al- 
teration of filver coinage, ii. 308. 374. 

Lotteries, the advantage of to the government, iv. 69. n. Wben 
only proper to be ufed for paying of pubhc debts, id. 166. 

Lowndti, Mr. examination into Uie prefent propriety of hia 
fcheme for regulating the coin in 1695, i. 373. 

Luxury, the term defined, i. 40. 406. The parent of public 
diilrefs, ii. 281. In what inftance to be encouraged, ii,34g. 
This farmer explained, ti/. 366. How to be effeded, id.gSj. 
Changes in the modei of, ever diHrelGng to maoufa£lurers, 
id. ;7i< Political improvement of thtscircumftance, i^.372. 
The interclls affected by, id. 406. The mind, id. 407. The 
body, id. 408. The fortune, id, 409. The ftace, id. ii. 
Its different effefts on different antient nations, remarked, 
nod accounted for, .tV. 439- Its effe^ in modem times, 
. id.^30. Prejudicial to course, ii. 155. Modem, thecaufe 
of, hinted, id. 169. 

Lycu'rgui, the tendency of hit laws to encourage population, 

fliewn, i. 93. Why there was no induAry in hts republic, 

id. 158. His republic themoft peife^t plan of politicd 

ceconomy, 
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tcconomy, i. ^32. Hia bws tranfmitted by tradition only, 
id. 3.53. The fanftion he obtained for them, id. 35^ His 
regulation of property, id. 3$^. Cloathing, id. 336. The 
cruel treatment of the helots, id. 537. His plan of educa- 
tion, id.ag. Remarks on the aulterity of nis inftitutions, 
id. 340. His care to guard againft the Spartans having an 
intercourfe with foreign nations, ((/.341. ConcluGons drawn 
from a fuppofed adoption of hitfyftem by any modem nation, 
W-344- 

M. 

Matbintt, the introduAion of, into manufaflures, whether 
hurtful or beneficial to a Date, i. i6o> 390. 

Maniind, in what refpe£t alike in all ages, i. 7, The difiri- 
bution of their refidence in a countir now determined) id. 59. 
Their number in a frtc country, in the rn'ia ofthdrfood, • 

.>'''■ '^^* 

Marmtrt of a ptofle, national, pecuharities in, noticed, i. lO. 
The fimplicity of, how it affeAa population, i. 47. 

ManufaSurei, the principles which detennine the reSdcnce of, 
i. OJ. Their flourilhiug or decaying in particular places 
accounted fur, id. 244. The proper method of lowering the 
prices of, to render them vendible at foreign markets, id.'^-j^. 
Why particidar ones cannot be furniHied fo cheap at home, 
aa by other countries, id. 375. The importance of their ^ 
being properly fituated, id. 383. 

ManafaBureri, why thofe who work for exportation art the 
poorcft, iii. 13, More hurt by their own idlenefs and extra- 
vagance than by taxes, iv. 203. 

Marhtfi, public, their great ufe in trade, i. 343. 

Marriage, political confiderations on, i. 93. 

M/^fTy his right to Ihare in the profits of his journeymen, 
proved, i. 421, 

JUaximi, general ones, the danger of adopting, i. 78. 

Medalt and coin, the difference between, iii. 93. 

Megitu, Mr. his fendments concerning the coin of the bank of 
England, iii. 211. 

Mcgeits, Mr. his opinions touching the debts of England to 
foreigners in ll^^t '". 143. 

Melon, M. de, hts remark on the proper qualifications of a 
fUtefroan,ii. ^6. 

Mercbanl, obfervation on the profefHoD of, i. 238. 

Metal, the term defined, iii. 63 . Why a fcale of value realized 
in, can never be exad, id. 74. How the proportion of thofe , 
in coin, is kept nearly tne fame in all European markets, 
id. 85. Why this proponioa fo difierent between Europe' 
and Afia. id. 86. How to detennine the true intrinlic value 
of thofe in which a balance to foreign nationi is to be paid, 
D d 3 iii. 425. 
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iii. 415. How to remove the inconveniences "which occur in 
fu,ch pajrmcnM, id. 437. 
Mdali, (gold and filrer,) the value of, might be fo blended, 

and 39 to make them TJrtaally but one, ii. ^95. 

Melrapolit, the growth of, accounted for, i, 6j. A large one, 
whether difadvantageous to a country, id. 6S. 

lUilitia, refleaions on, i. 18,3. 

Mind, the effefisof luxuriousgratificationson, 1.407. 

Minol, a French meafure what, iv. 7^6, n. 

Mint, French unit of weight irr, iii. 95. Weights of Holland, 
England, France, and Germany, proportion among, id. 1 17. 

M^mi iani of France, account of the eftabliftiment of, iii. J 26. 
.538. 3JJ. Inquiry into the motives for its plan, Id. J44. 
Not intentionally a bubble, id. 353. How the failure might 
have been prevented, u/. 371. How the credit of France 
was dcftroyed in May 1720, id. 5S1. 

Modtfiy, refleftiona on, with reference to the Spartans, i. 344. 

Monarchy and democracy, compared, i. 33:2. Their diflcrent in- 
fluences on trade, id. 323. 

Mom^eriu, magnificent ones, how advantageous to a country-. 

Money, the term defined, i. 41. How to be procured, ii/. 42. 
The plenty of, produaive of luxury, id. a^. The effeas of 
the introdudion of, on trade, id, 237. Obfervations on that 
of Sparta, id. 3^ J. An inquiry into the principles of the 
circulation of, ii. 34. Real, and fymboUcal, what, id. 38. 
Illultratcd, id. 61. Ready, caution necelTary in taxing it, 
id.6g. No real and adequate proportion between, and good«, 
id. 79. In countries of fimplicity, id. 80. In^conntries of 
induftry, id. 82. Paper, whether advantageous to a nation, 
id. g6. Whether a tenfold increafc of, in Europe, would 
taife the prices of commodities in the fame proportion, 
id. 104. Whether any judgment can be formed concerning 
the balance of trade or a nation, barely from the quantity of 
fpecie that is found in It, /^. 11^. The diflipation of, by in- 
dividuals, not expedient tohe checked, id.1%1. £)etined> 
id. 2.70. A fcale for mcafu ring the value of things, id. 171. 
On what principles the value of thingi is determined, id.B. 
The prices of things not regulated by the quantity of, id, 172. 
Neceflity of diilinguilhing oetween, and price, id. 273, Of 
account, what, and how contrived, id. 274. Bank, id. 276. 
Angola, id. ib. Ufefulnefs of the precious nictals in making, 
id. 178. Standard, how to be adjullcd, id. 279. Debafing 
and raifmg a Itandard, what, id. 280. Alteration of ^ 
ftandard, how to be difcovered, id. i&. Of alloy, id. 181. 
Incapacities of meCats to conftltute invariable meafures of 
value, id. 282. The obligation of fuch nieafiircs to he in- 
variable, id. ii. ConfeqiieDcea of their variation, id- 283. 
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Xittc6t» of a filrer Saniari, u. 284. Argumenti Jn iavour 
of a filver ftaodard, id. jSj. Anlwera to thore'argnmente, 
y. a. Ufefulnd* of la uDivcrfal mcafure, U 287. Why 
metal« incapacitated from perfbmiing the oiSce of, iJ. cS8. 
Wearing in circulation, laaccaracy in coining, id. 389. 
Coinage addirg to the value, without adding to the weight, 
id. a. The (niallefl defefts of, profiCEd by in trade, id. 290, 
Imve remedies againft the tSeAe of the variation in the value 
of metals, (</. 291. Remedies againft other incoDveotences, 
id. 195. Kcmediei againft the wearing of coin, id. ii. Re- 
medicE againll inaccuracy in coinage, id. ii. Remedies 
againll the expence of coinage, id, ii. Remedies againft ar- 
bitrary changes in the value of coin id. 196. How the 
market price of the metals is made to vary, id. 297. The 
variation to be referred to the riling metal, not to the finking, 
id. ii. Of account, how made to vary in its value, from the 
varldtioLi of the , metals, and the conlequencss, id. 398. 
What the mean proportional between the value of the OMtals, 
id. 299. The unit to be attached to the mean proportion, 
upon a new coinage, not after the met alsbave 'varied, id. jDO. 
The unit better to be affixed to one metal than to both, 
id. 301. To what variation the unit is expoled, frooi the 
wearing of the coin, id, 302, To what variation the unit is 
cxpofed,. from the inaccuracy in the fabrication of coin, 
id. 303. Variations to which the unit is rspofed, frocn the . 
impofition of coinage, !d. iOA. When coinage impoCed, 
bullion cheaper than coin, id, ib. Exception, id. joj. Va- 
riation to which the unit is expofed, from the arbitrary railing 
and debafiog the coin by Princes, id. 506. How thk v»- 
riatitm aifefls the interefts of debton and creditors, id. 307. 
A miftake of Mr, Locke in relation to, correAed, id. joS. 
Defeda in the Britifti coinage, id. 3*3. Of the ftandatd of 
Engliib coin ud money uait, id. H. Coinage free in Sac- 
laAd, id. 3i$. The ftandard, when attached to the gold 
coin, (i/. 31 j. GM)ftquences of that regulation, id. 316. 
Silver, fomctimes coofidered u it money of Mrcoqtpt, id. j 19. 
Jobbv3 in, their pradices eiplainc^ m/. jzo. 325. Why 
lilver bullion is dearer than .coip, id. ii, wliat reguhtta the 
price of bullion, id. 323. The intrinfic f alue ofihecur- 
rency, id. 324. Paper, the ufe of, not hurtful in debating 
the ftandard, id. 332. The ftandard how Oiewn to have been 
debafed, id. 336. Proof that the ftandard has been debafed 
by law, id. 3J7. Tbe ftandard at prefent reduced to the 
value of the gold, iJ. ib. How tb« diforder in the coin may 
be remedied without inconvenkficcfiW. 3$9. If the prefent 
ftandard be departed from, all other arbitrary, id. 340. The 
pcele«t ftandard aot the boM vnth that of Queen Elixabcth, 
id.- 341. Anecdotes of JU iJtentii»t> id, ii. Debafiog the 
D d 4 ftaadard, 
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ftandaTd) chiefly tSe&.B permanent contraAR, ii. ^45. Why 
fil«er fotcarce, id. 347. ' CoufequenceB of fixing the guinea 
at tweoty Ihillings, «/. ^48. How to fix the pound fterllnj^ 
at the lUndird of Queen Elizabeth, U. 353. The con(«- 
quencet of thia refomiation, id. 354. SuHerers by the de- 
bafement of the ftandard, have a right to redrektid. 356. 
But not the whole clafs of creditors, id. 357. Whofc claim 
ought to be liable to converiioiit id. 3^81 Obje£iiong againft' 
' the priDciplet before laid down, id. 360. Anfwers to them, 
id, 363. Upon whom the loft incurred by the wear of it, 
falU, id. 367. Inland dealings not able to fupport tlie 
fUndard where there are moneyjobbers, or foreign commerce, 
id, 369. Public currency fupporta the authority of the coin, 
not the value of the pound fterling, id. 372. In what fenfe 
the fiandard debated by law, and in what fenfe by the opera- 
tion of other political caufes, id. 383. The payments made 
by bankers regulate all other, td. 390. Regulations pro- 
pvfedforthe coin, id. 414, ThefirlUntroduflion of coinage 
muft reduce the prices of commoditieB, iii. 3. Why the 
doArine of money appears fo intricate, id.,61. The differ- 
ence between railing the value of coin by impoling coinag'e, 
and raifiDg the denomination of it, id. 69. Whether it i» the 
intcrell of England to debafe the ftandard of, id. 87. The 
borrowing of, for carrying on trade, more relative to the 
merchant than the manufaSurer, id. 184. 

fifotuy, reference to the author's diflertatibns concerning the 
doctrine and prindples of money, applied to the German coin, 
iii. 94. H. , 

Monirfyuiai, Mr, esaiuination of his dodrine concerning the . 
influence of riches on the prices of commodities, ii. 84. 

Mooihiy Rmiptoiri, two queftions propofed by them, with 
, the anfwers, iii. 55. n. 

Monlhly Rmmrtrj, anfvrer ti> criticifm of, in M. R. Auguft 
1767, refpefling the principles of taxation, iv. 176. n. 

MoBtblj Remevtert, their objeAion to fomc of the author's po. 
htical principles, and his anfirer to fuch obje£tion, iv. 3pi. n, 

MulApiicalioa ofpctplc, the three principles of, i. iiS. Whethn" 
the efficient caule of agriculture, or agriculture of multipli- 
cation, «/. 152. 

N. 

Nation, every intereil in, intitled to protection, ti. 3^6. 
Naiioiu, trading, compared to a fleet of Ihips, i. 310. 
ff^avigalion, remarks on the confequencesot the a^ of, in Eng- 

Naiurari%atioH ef Jtraagefi, ineffefiual in the view of lowering 
thepricesof manufadures, i. 384. 

Nectjarittt 
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fJeeeftmtt, an inquirf into tlie caufe of a rife in the piiceB of, 
i. 385. Phyftcal and political, didinguifheil and esphincd, 
id. 413. The conrumption of, how to be afcenained. 
id. 416. And fuperfluities, vague terms when diffcreot raekt 
of people arecompared, id. 343. 

Nethtrlandi, Auftrian, the cities of, in a Itate of depopplatioD, 
and thereafon, i. 443. n. 

NiAiHiy, the advantages of a numerous one, to a ftate, i. 83. 
Why their fpirit ought to be preferved, ii/. 83. Their be- 
haviour in the field compared with that of traders, id. 84. 
Poor, reSeiions on their lituation, id. ib. 



impalible with a 

Oeclnomy, general defiaition of, i. i. Family and political, dif- 
inguiChed, id, 2. Political, when brought to perfe£lioa> 



, (ufierent, a companfoa of, ii 



Padua, obferii-ations on the foil and produce of the country 
round, i. 1B7. 

Paper moniy, how realized, iii. 148. 

Patii, remarks on the ftate of agriculture round, i. 1S7. 

Parli/aHt in France, what, and cardinal RicUieu's fentiments 
on their conduA, iv. aS. Their extortions, why not then tg 
be remedied, id. 30. The prefcnt regulation of them, id. it. 

Pay of fhe/eldiery, pt^tical plan for the regulation of, ii, 151. 

Paymenli, thofe made by bankers regulate ail others, ii. 300. 

Peft^, Sir William, his computations of the number of inha- 
bitants and confumption of pruvifions in England, i. 53. 

Poor, in Spain, condition of, i> iiS, 

Poor, ioduftrioug, ftate of them, as to fubGllence, compered with 
that of the foldier, ii. 100.— 204. . 

Poor, or thofe fed on charity, no occafion for other aJDlftance 
than the laws of England allow to them, ii. 207. 

Population, how limited, i. 23. 149. What the moll eOential 
requifite for, u/. 52. ReAcxions on the beft meantf for pro- 
moting, 1^193. Inquiry into the ftate of, in Great Britain, 
i. 125. Antient and modem, politically conlidered, id. 167. 

Populout, inquiry into the meaning of this word, when affirmed 
ofacount^, i. 134. 

, Pe^hmjtttjt of antitKl natioiu, inquiry into the qaeftiou con- 
cerning, i. Jo. 

Pe^/er tie eonwyaut ofletltri, their great ufe in eommerce, 
1. 342. 
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J (met in England, ii. ^ig. Current 
valae of, ik. 330. Kow detenmned, ij. ik What the 
good nxafure of, iJ. 331. The value uf, how marked by- 
bullion, iJ. 3^3< How to fix it at tbe Itaodard of Queea 
Elizabeth) id. 3^3. The coofequeiicei of this refarnution, 

Prindumi on exportation of eammodtiiet, refiexions on, i. 393. 

Prertgalivt, ''effali often arbitTaril^ esercifed, from a vmw to 
eftablilb pubhc liberty on a more esteolive bottom) i. 33a. 

fritty what underllood by, iii. 64. 

Pricei, how regulated on DcceJ^riei and on fii|KrAiHtJeti ii. 140. 
The rife of, on articles of home confumpiion accounted for, 
iii. II. How kept dowR on articles of exportation, Ul, ii. 

Prlnctt, how thofe who incline to rob their lubjefts may avoid 
robbing thcmfclves at the fame timC) iii. 89. 

ProdiKtri and canfmaeri, an analyfis of the principles which in- 
fluence the alterations in the political balance between. 
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_ undlofi, explained and diftinguilhed, i. a^J* 

Profit), how they confolidatc inlo prime coft, iii. It. Confo- 
hdatcd, the ill tSe&i of, and how to remedy, i. 38^ . 

Pr«per/y, how regulated under the Spartan government, i. 335. 
Inconfumable, what, ii. 33. Confumable, what, id. 34. 
Confequences of the alienation of both kinds, id. 3;. Incor- 
poreal, id. 46. Landed and monicd, ihcdiQereni: ways odifc 
of the pofTeflbrs of each compared, iv. 16^. n. Permanenti 
the expediency of its contributing to the burdens of the Hate, 
ii. 69. Solid, how underftood, iii.- 200. 

Pronjiom, tbofe produced in mofl. couatries, nearly confuned 
by die refpeflive inhabitants, i. 143. Theconfequenceaofan 
augmentation in the value of, i. 301. 

Pubhc mon^, heinout nature of all attem[»s to defeat the appli- 
cation of, i. 393. 
- Pablic fpirit, an improper priaciplc of adion ia the governed, 
i. 320. 

Pablic worii, not the produce of the wealth of a oatioa, ii. 173. 

CL 

i^adrille, the idea of circulation of wealt'a in a ftate, illuflrated 
by the game of, ii. 53. 



Maui, the obligation individuals are under to iq)h(M that which 

they have once attained, i. 414. 
Remuage, in the French Duties, explained, iv. 198. u. 
£nwuwc/'£M;ibi«/T at tberevolutiiqn, itsanK>uot,i«.2a. State 

of, at the accelGoQ of Queen Ann<, id. 44. 

Richett 
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Rkbet, an inquiry into the cffefts of, before the introdu&KHi of 
trade and induftry, ii. 135. 

Rieblieu, cardinal, his Tentimenta on the public credit cS France, 
jv. 35. His fentimeiits of the extortion* committed by the 
farmers of the French taxes, id. 19. Why not capable of 
being remedied at that time) id. 30. His fchemc for pay- 
ment of the public de^ts, iJ.3$. 

Raadt, the advantages of good ones to a counlry, pointrd out, 
i. 7^. The making and improving of, ftienrn to have a ten- 
dency to deftroy fimphcity of manners, ii. 165. 

Romans, ancient, reAeiioHS on the agriculture of, i. 1 16. The 
confequeDces of their fubduing the Grecian ftatea, ii. 1J7. 

Rome, ancient, remarks on the difpfoportion between the prices 
of necelTaries and elegances in, ii. 90. Accounted for, 
iJ. 137. Confular and imperial, its omamcnta compuvdr 
id. 162: 



Scallaiid, remarksonthe Aateofagricutturctn,i. 156. Similar 
inftancM in other parts of Europe, ii/. 139. Accoimted for, 
id. 140. Remark on the variation oftheprica of oatmeal 
in, ii. po. The nature of banking there, id. 107. 340, 147. 

Seeurily, real, what, iii. 193. 

Self-interefi, its exienfive influence and ufe, in a political view, 

StnfuaTny, the term diftinguilhf d from thofe of luxury; and «c- 
cefs, i. 412. 

5iftwr, incoin, thefcarcityof, to wbiit o«ing, K. 399. 313.347. 
Why exported preferably to gold, id. 327. Why any re- 
mains in England, id. 330. Rifmg in value, id. ii. The 
rifing of, the debafement of the ftandard,((/. 391. Qaeftion 
relating to the fcarcity of, in England, Hi. 84. 

Simplicily of manner), (hewn to be relative, ii. r6i. 

Slavery, the ongin of, traced, i. 28. Its effeAi on the mohipli- 
cation and employment of mankind, iti 47. Whether in- 
duftry can be introduced in a ftate where the former is 
eftablijhed, id. 226. Its operation in America, id, 2.37, 
Real, preferable to a nominal liberty, id. 324. 

Society, primitive, an idea of, illuftrated in the hiftory of Jacob 
the patriarch, i. 29. Reflesiona on the prefent ftale of, com- 

Eared with remotetimes of primitive fimplicity, jW. 90. The 
eft bond of, id. no. The heft principle on which it is to 
be governed, id. 219. 
Sociittet, human, in what refpefls they ill agree, i. 8. 
Soil, a rich one, its difadvantageous effefts on the inhabitants of 
it, traced, i. 44. Why lefs fruitful countries flourilb moft, 
id. 45. 
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SolSer, Rate of thct in regard to tbe mnoaof fubfifteace, com- 
pared with that of the ubourer, ii. 20i>~3O4. 

Souih-fea-feheme, compuilbii of| with that of the MiffiGppi> 
iv. 51. n. 

.Sixain, remarks on the ftate of bufbandr^ there, i. 117. Od 
the depopulation of, id, 14c. 
in, one eighth part of erer^ 
.. 204. Famioe there, 1737. id, it. , 

Spamianli, the moEt charitable people on earth, i. 118. 

Sfartaiu, how prevented from having an intercourfe with foreign 
nation!, i. 342. Their modelt^, iJ. 343. The only articles 
of trade among, id. ii. Obfervations on [hdr moneytii/. 344. 
CoDclufions (Sawn from a fuppofed adoption of their fyllein 
by any niodem nation, id, H. See Lyetirpis, 

Spirit afapeo^c, whereon formed, i. 10. 

Standard of Englifbcoiaagc, remarksoHjii. 313. Wbenattachcd 
to the gold coin, id. 3 1^. How (hewn to have been debafed, 
id, 336. Not the fame now with that of Queen Ehzabeth. 
id. 341. Anecdote! of its alterations, id. ib. The debafing 
of, Ihcwn chiefly to affe£t permanent contra&s, id. 345. In 
whatfenfedebaiedby law, andinwhat fcnfeby the operation 
of political caulea, id. 2&i. Of Elizabeth, its advantage 
ever that of Mary I. id. 397. Alteration of, how it affeSs 
difierent intereftst (</. 412. A more cafy method of making 
a change in, propofed, u/. 413. Whether it is the intereft of 
princes to debate, iii. 87. The proper arguments againft it, 
id. 91. 

StamSng armiti, the nature and ufe of, explained, ir. 141. The 
coofequence of trade andindullry, id. 146- The hilhjry of, 
id 147. 

Stale, how to preferve a trading one from decay, i. 399. Every 
change in, advantageous to iome clafs or other, ii. 125. 

Staiefiaan, the term defined, i. 200. 202. Modem, his estrl- 
onlinary influence and advantages, beyond thofe of former 
ages, >^. 42J. The criterion of his abilities, ii. 56. His 
aOiona not to be ellimated by the rules of private morality, 
id. 413. 

Slfoit, public, how far expedient, ii. 6;. 

SuhrdinatiMt, how produced in fociety, L 27. Political, ex- 
plained and diftinguifhed, id. 316. The boundaries of, de- 
duced, id.%21- Wherein that which now fubCfts id trading 
nations di^rt from that which obtained under the old feud^ 
fyftems, id. 319. 
Suhfifiettce, the price of, how affeded where agriculuirt, tiadci 
and indiiftry are eftablifhed, ii. 195— '107. Shewn in the 
£tuati(Hi of Scottandfor three year« preceding 1768,11/. 198. 
Of an inhabitant of England and f'rancc compared, id. ii. 
Further 
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Furtlier comparative ftatement rcfpe&ing, as fecn in ths la> 

bpi^rcr a"d foldier, ii. 199. 
Sub^cnce, recapitulation of the principle* which influence the 

price of, ii. 262. < 

Si^erfimtUi, domeftic campetition in the manufa^re of them, 

td be difcouraged, id. 359> 



T. 

Tmllc, in the French taxes, explained, iv. .191. n. 
farlffie, in the French taxes, explained, iv. 193. n. 
Taxes, general reflexions on, i. 17.' From WMt principle the 

impolition of them is jultiQable; and the proper application 
of ihem, id. 357. The proper ufe of, in regulating the fe- 
vcral articles of trade, to fuic temporary circumftances. 
Id. 425. Why the right of impofing, fcarcely any where 
attached to royalty, id. 443. The plan of, under pure mo- 
narcliies, and under limited monarchies compared, ii. 24. 
The necellity of, under a decay of foreign trade, id. 25. 
Their internal effefts on the pcnple, id. 48. Their operation 
on induftry, id. 66. The expediency of diftinguiftiing raifers 
and confiimersin, id. 71. To be regulated by the proportion 
between foreign and domallic circulation, td. 74. Only a ■ 
liquidation of the anciint pcrfonal ferviceSi id. t4i> Hiitory 
01, id. 143. Theperpetuity of, argued, ii/. 145. The con - 
fcquences of a total ceflation of,- iv. 14.3. The word defined, 
and the various kinds of, fpecified, id. 173. The various ob- 
jttta of, or funds for taxation, id. 177. Proportional, affeift 
only the idle, it!. 180. In what manner they raife the price , 
ofcommodities, (V/. 187. Where they uhimately fall, (V. 189. 
Cumulative, what, in England and in France, id. 191. The 
height of, in England, not fo prejudicial to its foreign trade, 
astlie idlenefs and luxu.y of manufaaurtrs, id. 20I. Pro- 
portional, their efFefla, id. 205. Good method of raifipg, 
id. 214. Cumulative, the nature of, explained, id. 230. 
Compared with proportional, id. 223. How a cumulative 
tax ia convertible into a proportional one, id. ib. Confequen- 
cesof, when the amount is properly applied, id. 216. Of 
the extent of taxation, id. 232. Tiie hardlhip of, in thofc 
inllances where no alienatJuu takes place, id. 23^. The 
difficulty ofcftablilhiiigiUpon barter, id. ii. Draw an addi- 
tional fum of money into circulation, id-iyj. The extent 
of cumulative taxes, Ul. 246. Method of afcerlaining the 
value of landed property, id. 248. ImpoITibility ofeftab- 
lilhing, upon the income fpringing from money, id. ib, Jn- 
tereft of a whole people confidered with refped to, id. 3^2. 
Confe- 
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CoxfMinaices of abolifhing taxn rdative to the cnmuhtive 
iDtereft of a whole ftatC) iv. 15J. Confequences of Aich 
abolition, to chofe who arc fed by the produce of taxes, 
iv. 358. JudiciouIIy impofedi and equitably levied, enrich 
a nation, tJ. x6S. Whether tbey promote induftnr, id. 2^0. 
Upon land, confiderations on, id. 177. On land, how levied 
in England, id. 282. What the moft proper method of im- 
poGng, on land, iJ. 298. What the belt method of levying, 
generally, id. 300. On land, whether poflible to be con* 
verted into one of the proportional kind, id. 317. 

Taxation, why fo little found under feudal govemmenta, i. 65. 

Teniae, Sir William, his fymbolical reprefeDtatioD of a flou- 
rilhing ftate, i. 92. 

Thtp, why encouraged by Lycurgus among the Spartans, 

Thearj, reSesions on the benefit of, in the arts, i. 88. Its 
ufe, in political tefearches, ii. 291. Not exafUy confirmed 
by experience, and why, iii. 10. And practice, remarks' oo 
the diffcreace between, in political fubjcft*, i. 395. 

Titha, under what fpecies of taxation to be ranked, iv. 19s. 
The mult oppreOive kind of tax upon landed property, 
id. 2Hj;. 

Yradc, its beneficial tendency traced, i. 157. A definition of, 
id. 223. Whether the caufe or the effeft of induftry, 
id. 229, The progrefs of, traced, id. 336. A republican 
form of goveniment, and tbofe which approach neareft to it 
moft favourable to, id. 322. Its influence in creating nation- 
al connexions, id. 353. It9 natural divifion, id. 398. In- 
taat, by what means to be encouraged, id. H. Foreign, the 
ruling principles of, id. 402. Inland, as fuppofed to take 
place on the extinftion of foreign trade, id. 403. Inquiry 
into the expediency of laying it open, ii. 117. Natural con- 
fequenees of it, id. 1 1^. The intereft of, examined, id. 406. 

Trade, inland, how it may be made a refourcc on the decay of 
foreign, i. 412. 

Tra^, foreign,' palfive and aSive diHioguilhed, i. 247. The 
progrefs of, traced, id. 248. Illultrated, id. 2$6. An 
examination of the principles on which it may be eftablifhed 
and preferved as long as polBble,^ id. 3J4. On what it is 
founded, id. 362. Inquiry into the caufca of the decay of, 
id. 368. The proper remedies propofed, id. 370. 423. Its 
extenlive ufes, id. 431. The proper remedies in cafes of 
fuccefsful rival(hip in particular articles of it, id. 43;. How 
to put a [top to It in manufactures, when the balance of it 
turns againft a nation ii. t. Cautions againft haity mca- 
furei in fuch inltances, '''•4- Tlie natural confequences 
which will reftilt upou ihe celtatioa af it, i|/. 20. 

7 TfeSai 
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TrtuSng HOtioti, the true policy of, i. 347. 
TtMltn, in the French Taxe*, explained, iv. 198. n. 
Trtoki, foreign, how they becftBiC necelfary to a ftate, ii. Iji. 
Plan to fuperfede the neceiEty of, id. Ij2. 

V. 

Value, the exad frale of, what, iii. 75. 

Vaubtm, Marefchal, obfervationion his fchemc of tiling the 

land-tax in France, iv. 278. 185. 
Vice, the proper method of checking, among a people, ti. 67. 
Vineyards, reflexionBon the political tendency of, i. II5. 
"■&, the nature of that commiflion explained, ir. 37. 

'm^/, in the French taxes, what, iv. 191. «. 

W. 

Waget, are in proportion to the value of the woik) and not in 
proportion to the price of fubfiitence, ii. zoi. 

Wantt, reciprocal, the political ufe of, among a people, t. %6. 

IVar,s}i\ hiftory fnltof, iL 130. The different methods of railing 
the fupptiesfur, by the different powen of Europe, iv. 31. 
'eiU 9eq 
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Wealth 1^ a nation, the ill a^equences of its remaining in few 
hands, i. 33. Of ancient nations, how differently acquired, 
id. ^1^. Natural confeqocnces of ita being withdrawn from 
foreign trade to domeltic circulation, ii. 3 1 . Whether 10 be 
edimated by the quantity of coin in it, iii. <6. The lalt fa- 
criiice a flatefman ought to make in cafes of emergency, ii. 5. 
Obfervaciona on that of a trading nation, id. 26. Two kinds 
of circulation of, in aAate, id. 50. 

We'ightt, in different places, the uncertainty $f, fhewn, 
iii. 435- ". 

Wheal, aoo.ooo quarters propofed to be laid up for a time of 
fcarcity, ii. 209. 

Wheat, various inquiries as to the confumption, the exports and 
. imports of, ii. 195 — 211- Expediency ofgrananes, ii. -in. 
Of bounties on, id. ii. 

Wood, whether an increafe in the confumption of, for firing, & 
- public difadvantage, i. 195. 

Wool, inquiry into the principles which operate in regulating 
the trade in, t. 364. ■ 

iVool-dealert, in what manner government may defeat anyattcmpts 
at unwarrantable praflices in them, ii. 194. 

Woollen manufaSure, ty what means It has been augmented in 
England, i. iij. 

Wordt, fynenimous, obfertatJon refpe£ting, i. 411. 
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